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ABSTBACT 

s ' ^ Ihis technical paper sukmarizes what is known about 

^ the receipt *cf in-Xiud income; that is, benefits that .take a non-cash 

form. These benefits may be prbyided .by the government (food stamps, 
' Bedicare, etc.)* ox the private Sector (health insurance, free 
housing, etc.). The problem aadressed in the paper is the, development 
of a theoretically acceptabl^|:,>^et empirically implementable, 
methodology for converting ifl^Jtind income into its equivalent cash 

-■ income from the perspective of the direct recipient. The. conversion 
depends cn the preterences cf individual recipients and on the v 
precise parameters of the in-kind subsidy. , The Ipaper focuses on four^ 
types of in-kind benefits (food stamps, public housing. Medicaid, and 
Hedicare) since data on other types of in-kind benefits are sparse. 

' Por these four types, .impacts across families and across states are 
- sizeable. The paper alsq^ di scusses how to value the 'increase in 

income from in-kind subsidies and it shows how individual recipients 
may be affected differentO-y by the receipt of in-kind income. Some of 
the findings include the following: (1) in-kind income makes nfany / 
persons-and families better off, though they may not be better off. to 
the full extent of the provider outlays on the in-kind goods; (2) in 
order for in-kind income to; be treated consistently with cash income 
the provider cost cf in-kin,^ subsidies nnsh be reduced to its cash 
equivalent value to recipient families; ('3) empirical findings show 
the cash equivalent value of various in-kind subsidies to be / 

-^ significantly below government cost, and (U) the average cash / 

equivalent values will, vary • sharply across families by incoine/ level, 
faJlily size, and other demographic characteristics. (Author/^AM) 
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^ PREFACE y 

Section 823^ of the Eiiucation Amendments of 1974 (PL 93-38(y 

• i:equires a thorough study of the manner in which the 

relative measure of poverty for use in the financial 

assistance program, authorized by Title I of the Elementary 

and Secondary Education Act of 1965, may be more accurately 

and currently developed. " . ' 

* > ' "' 

.«■ • ^ ' • 

That f inanciial assistance program is administered by the Comnissioner 
of Education, thrfough the Office of Education, Department of Health, 
Education, §nd Welfare. An important feature is the use of a formula ^ 
prescribed by Section 103 of the Elementary and Secondary Education Act ^ 
for the anniipd distribution of Federal funds to school districts. A 
significant factor in the formula is the number (pf school -age children 
5 to 17 in pooc families within each, school district. The measure of 
poverty which iis used, and which is the subject of the study mandated 
by Section 823, is the Federal government's official statistical definiticn 
of poverty (also known as the Orshansky, 0MB, Census Bureau, or Social 
Security poverty lines). 
i 

Other work related to pojverty measurement has been called for in 
recent leg islafe^a-acts. In jthe CcMiprehensive Enployment and Training ' 
Act/ the Secretaty of Labor is directed to develop and maintain conpre- 
hensive household, budget data at different levels of living, including ^ 
a "level of adequacy." Any such review of the level of adequacy must, | 
necessarily be closely related to measures of poverty. - The Housing and 
Connunity Development Act of 1974 gives the. Secretary; of HUD authority - 
to adjust the poverty measure to reflect local variations in the cost 
of living. "The Conference Report accompanying it directs the- Secretary " 
to develop or obtain data with respect to the "extent of poverty" by • 
metropolitan areas dnd to submit such data to the Congress as part of 
a March 31, 1977, report. 

Because of the broad scope of the subject matter, coverage of the 
study of the measure of poverty mandated by Section 823 of the Education " 
Amendments of 1974 was extended to include inplicatio^s of the study / 
findings for the poverty-related programs of all affected Federal . 
departments and agericies. The Tittle. I program of the Elementary and 
Second'^ry Education Act was given th^most detailed treatment, to meet 
the legislatively-mandated specifications for the study as well as to 
serve as a primary exairple of application of the concepts of poverty 
me^asurement to Feder^il programs. The findings of the study are published 
in a report entitled^ "The Measure of Poverty." An important objective 
6f the study was full discussion and documentation of the major elements 
of currently applied ahd, potentially unable poverty measures. Material 
containing essential supporting documentation for th^ study was assembled 
as technical paper^. These have been written to stand alone as conplete 
technical treatilnfents of specif ic subjects. - 



V The study was ^)er formed under the direct 'guidance of a Poverty 
Studies Task Force of the Subconroittee on the Edvication o£ the Dis- 
advantage and^Minorities, Federal Inter-Agency |Coimt|ttee on Education, 
Technical papers were prepared* at the request ofy under the direction . 
of, and sUbiect to review by tjie Task Force mernbers. . Some papers 
are primarily the work of one or two persons; these are attributed tc 
their authors.. Others result from the collective input of Task Force 
members o^ advisors ^d no-i^peci^ic attribution is given except t<5\ 
the Task Force, as a who]/e. 

The fjollowing listings show members of the Poverty Studies Task 
Force by expropriate Federal departments and agencies, and the titles 
and authors of the technical papers. . ' ; 

This report contains TechnJfcal Paper VII, I;i-Kind Incoifne andf-The 
Measurement of Poverty. This papfer was |>roduced by Janice! Peskin*, 
Office of Income Security Policy, Offic^ of the Assistant /Secretary 
for Planning and Evaluation, Deptartmerrt of Health, Edugajcion, 
and Welfare. > / 
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irWTODUCTION AND SUMMARY ' 

^ Individuals in our society receive a multitude of ih-kijaK3 ^xmef its; that * 
isi benefits that take a non-cash form. These benefits or subsidies may be 
provided by the government or th4 private sector. Exanples of government in- 
kind subsiidies range from in-kina transfers (such eus f ood stamps or Medicare) 
to invesbn^nts in human capital (such as iri education) to subsidies within 
the tax>^ystem (such as interest and property tax deductions for homeowners). 
In the private sector ^ in-kind benefits such as health insurance or free 
housing may be provided by employers or benefits m^^y accrue solely from , 
indiyidual family decisions as in tt)e cases of owner-occupied housing or 
home-grown food. 

In-^kind benefits- are now sizable in absolute terms. Moreover / bhey have 
grown' sharply ^over the past decade in breadt>i and size. Outlays in tha-food 
stairp pr6gram'have risen from less than $l6o millior\ in 1965 to $4.6 billion , 
in fiscal year 1975. Medicare and Medicaid ^ which were not legislated until 
1965^ now cost over $25 bTITion a year and the employer -provided portion 
of private health insurance is e^timate<3 to total around $20 billion annually. 
Deductions of mortgage interest and property taxes on ownter -occupied homes ' 
'are estimated to cost around^ $10 billion a year in lost tax revenues. 

To exclude in-kind benefits clearly biases aggregate inoDme in a downward 
^ direction. Even, more inportantly^ howeverj to ignore in-kind income distorts 
comparisons over a period of ^me and across households. The rise in in-kind 
. transfers to low-income houaenolds during the past decade has been several times 
that of c ash p ublic assistance transfers^ Fringe benefits have also been rising 
relative towa^s and salaries. Moreover, the incidence of in-kind benefits is 
particularly ur^yen acros^^lidoseholds. iot only do Uie Various types of govern** v 
ment and privates-kind benefits apply to prescribed; and often different, 
populations, but the incidence of each type of in-kind income across the potent- 
ially eligible population is very uneven. Many examples of this uneven incidence 
can be cited, among them the 50 percent participation rate among eligibles 
in the food stamp program; the exclusion of many low-income households trom 
eligibility for Miediqaid and of most from public housing; and employer-provided 
health and life insurance, which in 1970 covered two^thirds of nonroffice 
employees in nonunion establishments but 97 percent in union establishments. 

Despite the obvious importanceSof in-ky^ benefits in our present-dayt , ' 
economy, statistics on individual inoQgies cdllected by the Bureau of the Census , 
in the decennial Census aAd in the March Curifent Pc^lation Survey. — and 
utilized in the measurem^t of poverty and of the distribution of income — - 
exclude all types of iri-kind benefits. Census statistics utilize a regular 
before-tax cash income definition and, as a result, «as noted above, aggregate 
income statistics are biased downward^ improvement in economic well-being 
over a period of time 1$ underestimated, and conparisons actross households are 
distorted. Moreover, in-kind income^ is ignored in the measurenent of poverty 
at pre^nt both because Census incomes are of n^6eissity used in measuring 
*the numbers of per^ns in poverty and because the poverty threshold itself 
ignores the satisfaction of basic needs through in-kind benefits. The poyeij^ty 
threshold builds uponrthe full cost of the USDA Economy Pood Plan. Yet 40 



1 



V 



^rcent of faiuilies and '20 percent ot unrelated individuals with ihcoines 
below the poverty lin0 are estimated to j^i ticipate in the food stamp 
program and, as participants, receive the\Economy Food Plan at zero ot 
reduced cost. For 1:hese hquseholds, true incomes relative to the poverty . 
threshold are underestimated, or alternatively, the poverty threshold is 
overestimated relative to ca^h inqdmes. . ^ * * 

This paper summarizes what is known about the t^»ceipt of in-kind incone. 
Its focus la the impact of* certain in-k;ind benefits on individual persons 
and families, and its ultimate purpose the development of a framework 
for extending the Census income definition tb include certain types of 
in-kihd incoqie. in this regard its scope is far narrower than a study of ♦ 
^mpacts of all Federal programs, for example. 

Requirements for implementation of a cash plus in-kind income defini- 
. tioq are detailed later. Any implementation ,of a cash plus in-kind income ^ 
definition will first have to delineate 'the types of "tn-kind subsidies 
that will be included among the hundreds or perhaps thousands o^ subsidies 
that exidt. While any such delineation will be, to some degree, arbitrary, 
several reasonable criteria can be used in order to make implementation 
manageable. First, a measure 6f in-kind income should be confined to the 
provision of- specific goods and services, quant ]^ tat ively large in the 
a^regate, to identifiable persons or, families. Second, goods and|services 
should be confined to substitutes for current cash income; thus consunption 
of goods, l?ut not investments in human capital nor intangible benefits sUch 
as those from owned homes, would be irtcluded. Finally, an in-kind strategy 
might at least begin with the basic needs of fockJ, housing, and health care, 
comnon to all persons. 

Even if agreement can be^ reached that in-kind income should be confined, 
at least initially, to the areas of food/ housing, and health, inplementation 
will be more difficult for certain types of in-kind subsidies than fpr otherp. 
It IS shown later, for exanple, that while Medicaid and Medicare benefits can 
be readily identified, employer-provided health insurance benefits j/ill.be 
.difficult to ascertain. If the funds are not forthcoming tb overcome these* 
dirff iciilties, the choice would i^n be to include Medicaid and Mejlicare^ 
b(jt not private'' health insurance benefits, or to exclude all in^kind health 
benefits from income. The first approach would provide a. truer picture' 
.of income for families receiving Medicaid and Medicare, but would probably 
distort even more than at present the comparison of relative well-b?ing 
of families. Housing benefits may pose the same problem: should public 
housing benefits be included if tax subsidies to homeowners are not? 1/ 
And finally, should food bene^fits be included if, for example, health""and 
housing benefits a,re not? , 

. Faced with this choice* of precisely which bertefits to include and 
which to exclude — wh6n to include the full range is not feasible though 
It IS cle&rly the desired option — a pragmatic decision rule might be adopted. 
Less th2m the full range of in^^kind benefits might be included when to do so 
improves measures of well-being across families, but e)u;luded should relative 
incofles be distorted even more than when no in-kind benefits are included. 

• •• * w • . '12- ' . 



Ihis is, of coursp, &n en?)irical question;.' Its resolution would probably point 
to the inclusion of food stamp bonus values, since food subsifJies in the private 
'sector are thought to" be fairly smalX; but to the extlusion of Medicaid and 
Medicare benefits if employer-provided hiealth insurance benefits cannot also : 
be included ais income. • ' * * . 

The poverty- threshold- should, at the j/ery least, -be consistent with ; 
• income definitions used/in measuring poverty.^ Relative poverty measures^ 
such 'as one-half of the median income, are in their nature consistent^with 
.income definitions. / To the extent that in-kind benefits, are' excluded frcxn . 
incpme and impact -differently across the income distribution, the relative 
poverty measure will, of cpurse, provide a biased picture of poverty; When 
an absolute or semi-absolute poyerty threshold is utilized, the need for 
considering in-kind subsidies is even stronger since basic needs are often 
met thfQugh such subsidies. The bias in current poverty measurement from 
not- including^ food stanp^ has already been mentioned. The inclusion of 
in-kind benefits in income will, thus, require a study of poj^rty thres- 
holds to ensure their consistency with income measures and their validity 
in the face of a cash.plus in-kind income definition. 

The r'efiainder of this paper does not deal further with exactly which 
types of in-kind benefits should be^ included in income. In fact, the paper 
focuses on only four types —food stamps, public housing. Medicaid, and^ 
Medicare since data on other types of in-kind benefits are , sparse?. For 
these four types ,^ impacts across families and across states; are sizeable. 
The primcury findings iOf' this various ^^^^^ of this paper are presiented 
below.. . ■ : • ■ ■ ■ ■ ' ' 

• The second section (How In-Kirka^PPome Affects Individual Recipients) dis- 
cusses how to valufe' the increase in income from in-kind subsidies and shows 
how individual recipient^ may. be affected differently by the receipt of ^ 
in-kind income. Its findings are thaj:: , \ 

~ In-kind ii^prrte-Tmakek maoriY p^^ and families better off, \ 
' ' though JJi^ may hot be better of f to the full extent of the 
^ provider outlays on the in-kind good. This' follows becausie 
a family^maybe induct to consume more of the in-kind 
or subsidized" — good. than, it would* choose to consu^^ . . . 

were given cash. By not permitting the family to exercise 
complete freedom" in its choice of a bundle of goods, that r- 
/^^ bundle with the in-kind conponent may be Worth less to the.^ . 
family than if 'it had been given cash.; 

. . ■ < . ' ■ 

' — In order for in-kind income to be treated consistently with ^ . 
cash income — which does allow families fu% pho ice over 
spending decisions — the provider cost of in-kind subsidies 
must b^ reduced (or in rare cases perhaps increased) to 
its cash equivalent value to recipient families. A 
theoretical model exists for deriving/ such cash equivalent 
• values. In essence it measures the cash inccMtife a family 
would accept in lieu of its in-kind inccxne to leave it just 
as well off (a "willingness to pay" measure) . .. . • 



Valued in this manner, the cash equ:*valent of in-kiad subsidies to a re- 
cipient ,will generally- fall between zero, and IQO percent of provider 
outlays. It will not be negative as long as potential recipients- 
a^e not forced -to participate. Moreover, observation that recipients 
purchase more^ of the subsidized good on the market than;^ ^ovidec? 
througn the in-kind subsidy is a sufficient condition fot valuation. 
\ equal to. provider cosU • ^ V v 

Einpirical findings from several- studies show th,e» cash equivalent value . 
of various in-kind subsidies, to be significantly below government cost. 
Food stanps were found on average to be valued, in terms of recipient 

• benefits,, at about 85 percent of government cost while public Jhousing 
was valued at about 60 percent of cost. Medicaid was valued at 65-70 . 
percent and Medicare at over 90 percent of government cost. 

.— These average cash equivalent values will vary sharply across families 
by income level, family size^ and other demographic characteristics. 

• Generally, the cash equivalent value of an* in-kind sjjbsidy wijji^rise 
with inccane level .and family size. Food stairps, for example^wwe, 
valued afr scxne 73 percent .of government cost for families with'* >^ 
incomes below $1000. a year, bu-t at 100 percent of go^/ernment•cost ^ 
for families with incomes close to the income eligibility limits in j ' 
the ^ood stamp program. Because in-kind transfers are often largest 

.-to the lowest-^ iqcQpe families; valuation. at govertui^nt coSt would 
•inipart a sizeable' upward bias to incomes. : . 

*■ ■ ^ / ' ' ^ ^ ■ , . ^ - . 

— ^ Implementation of a cash plus in-kind income definition xequires- two 
^ /steps. Fir^t, data on the receipt of , and subsidy from, in-kind 
income must be collected on household' surveys. Sometimes this is 
easy ~;as in food stamps or Medicare — but in other cases it' will " . 
^ be more difficult — as with housing subsidies and particularly private 
health. insurance. Second, the subsidy must be valued in cash equivalent 
terms. . 

~ Ifc is proposed tijat estimation techniques for valuing in-kind subsidies 
\ • in cash equivalent terms be developfed and evaluated. After such a 
technique is available, food stanps could be included in income with 
little difficulty. Inclusion of other types of in-^kind income is desir- 
able) but must await means of surmounting practical difficulties of 
data collection. • ^ 

* > . 

The third s^ction-( Impacts ,of Certain^ In-Kind Programs ori Income an<^^ 
Poverty) describes four in-kind 'programs . — food stanps, public housing, ^ 
Medicare, and Medicaid — and presents a multitude of data oh their inlpact cm 
income distributions and poverty counts. Th^se effects depend, on both the 
size of the in-kind programs as to numbers of recipients anc3 average 
transfers — and on the distribution of the transfers among families at 
various income levels. The third section finds that: 
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Ppbd staraps were purchased by 19.5 millioh persons in May 1975 and 
transfers totaled $424 million. Max*miin income eligibility standards 
in the food stanp program are, exo»t for one-person househol^Sr above 
the current poverty threshold.. Eligibility depends, moreover, on ^ 
monthly ratherv than annuiStl incpmrn. In addition, not all persons 
eligible for food stamps patticipate in the program. In 1974 about 
53 percent of families and 75 percent of unrelated iridividuals receiv- 
ing food stanps were below fche poverty line. And only 40 percent of. 
poor families and 20 percent^ of poor unrelated individuals were 
recipients of food stamps. / , ' • ^ 

' '.■ . ... V ' ' ^ • • ' .■■v'.: v. - 

^The receipt of food 3tan|/ bonuses (valued at govemmient cost) increased, 
average incomes of ^food'sta^ households by $605, or 10 ^percent, in 1974. 
Aitong food stanp families and unn^Jated individuals with cash incomes 
below the poverty linj^, over 1 l/2\nillion persons'were removed from 
poverty after the |d|iitpt of food stanps, for a 16 percent reduction 
i/i the number of. fpH^tarop families below the poverty line. Hie over- 
all poverty count^as reduced about 8 percent after food' stacmp bonuses. 

Low-rent public/housing affects few families nationwide and many 
tenant familie^ may have incomes above the poverty threshold. Of 
ail families in the U.S. with annual incomes below $3000, only 5 
percent were served by the public housing prograni by "the end of 
1972. Whil^ public housing may provide sizable benefits to 
teDant families, its low-incidence leads to the conclusion that, 
by itself > the- progr am 'dofes little to alter inaane distributions 
or pbveVty counts. • " 

fjedicaid covers some 25 million persons at a cost of over $12 billion 
.annually. Recipients are persons and families receiving public assis- 
tance and other families or persons deemed to be mecjically heedy. No 
data are available on recipients by income class, but most have low 
incomes and many have incomes below the poverty threshold. 
/ ' ■■ " V " 

Medicare provides health insurance to sbne 23 million persons, mostly 
aged, at an annual cost of around $14 billion. How many Medicare 
■fenroiiees have low incomes or are poor is not known. 

Families that receive^'ohe in-kind transfer have varying probabilities 
of receiving other in-kind transfers. The more types of in-kind 
income a family receives^ the greater is the likelihood that the 
inclusion df in-kind benefits in income will raise that^ family out 
of poverty. There are no reliable national data on the extent of 
overlapping benefits. However, considerable overlaps appear likely, 
particularly for families receiving public assistance, since they 
are categorically eligible for Medicaid and for food stanps. 

When these iEour transfers were considered jointly and added into 
1972. incomes at their estimated cash equivalent values, estimated 
inpacts on incomes and poverty were siizable. Some 12.4 percent' 
of familie? had personal incomes below $3000- before in-kind transfers, 



.but only 10.1 percent K&d such incomes after receipt of these transfers. 
The-Gini coefticient was reduced trcm .3614 to ,3522. The nomber of . . 
poor households was reaiJuced by 2;8 million^ or 28 percent, the poverty 
gap declined by $3.5 billion and the mean poverty gap by $35. 

The fourth section (Impacts of Certain In-Kind Programs Across iStates) 
presents selected data and evidence on the differential int>act of the four 
in-kind transfers across states./No data base exists^at present that will 
alllow the effect of in-kind transfers on iowr income households and on poverty 
counts across states to be^'measured with any accuracy; Such an analysis will 
have to await the completion of the Title 1 State, by State Survey (the so-called 
Survey of Income and Education or 822a Survey). The evidence marshalled iri • ^ 
this section/ albeit limited^ does point to sharply differing iirpacts of in-kind 
transfers across states, as highlighted below. . - 

— In-kind transfers inpact differentially on states because ^1) eligibility 
.criteria and benefits of in-kind transfer programs differ across states? 

y (2) participation among eligible families differs across states; and 

(3) demographic and economic characteristics of familie;^ differ across 
,stat4s as do costs and availability of goods and services such cis health 
care. . ' ' ' . 

— Total recipients 6f ; arid trafisfers fll^Mpoddrctanps increase with ^ 
increases in the population'^i^e of sjSWs. Bbwever, lower-income 
states receive larger proportions of transfers than state popula- 
tion levels alon^ would irrply^ States in the Northeast accounted 

for 28 percent Of food stanp participants, but 23 percent of trans- 
fers; Southeastern states had 23 percent of participants^ but 26 
percent of transfers. Monthly bonus, values per food stanp recip- 
ient were higher in lower-incane States^ averaging $20 in the Northeast 
-and $24 in the Southeast. New York's bonus per recipient averaged 

• only $13. ^ y ^ - ' . ' . 

. i ■ ■ ^' . _ • 

^- Rough estimates of the percentage reduction in poverty as a result of 
food stamp transfers showed wide differences across statejs. Estimated 

• * - poverty reduction varied from a' high of 64 percent in Washington, D.C.^ 

and 32;percent in New Jersey ~ the second largest reduction — to less i' 
than one/percent in Kansas^New Hampshire^ and North Dakota. Among ^ ' 
states experiencing, relatively low poverty reduction from food stanps, 
the Mountain West and Midwest states predominated. * 

— The proportion of families with incomes below $3000 occupying low- 
rent public housing in 1974 varied from one percent' in Wyoming to y 
a high of around 18 percent in the District of Columbia. Rhode 
Island and Arkansas followed Washington, D.C. ,-as the states with 
the highest proportions of persons with incomes below $3000 in. 
low-rent public -housing. 

— Medicaid varies widely across states by almost any'measure one can 

' construct. Recipients to population ratios in 1973 varied from .19 
in Washington, D.C., to .02 in Alaska; states with above average 

.16 , • • ■ 
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ratios generally had ipedically needy programs. Outlays varied from 
$2.3 billion in New York to $3 million 'in ^aska; New York alone 
accounted for 26 percent of all Medicaid outlays, arid New York, 
California, and Illindis tc^ether for 44 percent of Medicaid 
outlays. Outlays per recipient vari^ sharply, from.$6ll in 
New' York, to $185 dn West Virginia, and vendor p^yinehts per AFDC 
family varied from $1403 in New York to $168 in Mississippi^ 

Enrollees in Medicare in \9^2 varied from 15 percent of Florida '3 
pqpuiat ion to 2 percent of Alaska's: ^few York apd California 
accounted for?- 24 percent of total Medicare reimbursements. Net 
outlays p^r enrollee varied from $473 in Massacfifusetts .to $179 inV 
South Carolina, reflecting diffeffehces in the pitopoction of 
enrdRees receiving reiirbursemOTts^nd rfedical care costs. 



HOW IN-KIND INCOME AFFECTS TC^DIVILUAL RECIPIENTS 



Households, families/. -and individual 
different types of in-kind income frqm a 
and governmental as was discu^ed in the 
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An expanded income definition that inclu<Jes in-kind as well^ as 
trash income should.be consistent in its treabnent. of these two ^ income 
types. That is, a dollar of cash income and ^ dollar of in-kind income 
should be fully interchangeable (or pprf^t .sbbstitutes) in the eyes 
pf recipients. Otherwise, Comparisons of incbme over a period of time 
and across housdholds would be distorted. The task, then, is to con- 
vert in-kind incom'e into its cash income equivalent. Or, what cash 
income would a recipient accefJt in lieu of his in-kind income that 
^uld leave him just as 'well off (the "willingness to pay" measure)? 

/ This p^per Views in-kind income solely from the perspective of the 
direct . recipient of iri-kind incoi^e. It is only for iihese direct recipi- 
ents that it is proposed to adjust cash income to include in-k md benefits. 
It is also true, of course, that other individuals. may indirectly benefit , 
from the. provision of the in-kind income. For exanple, farmers may 
benefit from fpod stamps, builders from public housing, and employers, 
taxpayers, and/or society at large from a whole range of in-kind 
-benefits. Thus, it' follows that in-kind subsidies^ may be justified on^ 
Efficiency grounds even when direct recipient valuation of the subsidises 
falls below provider cost. 2/>But, even if .society's valuatipn of the in- 
kind -subsidy is equal to or"*even above government or provider, cost, 
it is crucial to recognize that some portion of the total value may 
accrue not to direct recipients of the in-kind subsidy but to other 
members of society. , ^ 

Statistical set ies on aggregate amounts of i/i-kind incbrte utilize. 
provider- cost as the valuation .standard. For example, ^ng government 
in-rkihd, tr^sfers it is'the cost to the government ( i.e. , program outlays^ 
exclusive of administrative costs) that is equated with recipient trans- 
fers or "benefits." However, income to the dii^ect recipient may not 
necessarily equal outlays by the. governments Only if each recipient 
.were to value a dollar received in an-kind transfers as equivalent 
to a dollar of cash would the provider cost be val id as a measure of 



recipient noncash income. derivable from the transfer. It is unlikely 
that this equality holds fdr all recipients. 

It is usualll assunied that a household receiving income in the form- . 
of cash will spend that income on a bundle of goods (including savings) in 
the manner that is most desirable from its own perspective* In technical^ 
terms, it is assumed to maximize utility given a budget or incOTie constraint. ; 
In-kind income, however, is provided in the form of a particular good or , .* 
set of goods. After receipt of the in-kind income, then^ the. household's 
bundle of goods may include more (or in some cases less) of the particular 
g®bd than it would choose if given cash,.; Because the household is not 
permitted to exercise complete freedom in its choice of a bundle of 
goods, ^that bundle with, the in-kind conponent may be' worth legs to the 
household than if i-t had been given cash. 3/ For exanple, a family that; 
is temporarily housed for 'a month in a hdtel costing the government $50' a r 
day- can in no cas^ be sai^ to have $1500 of income for the month; -'clear ly, 
if provided with $150.0 in cash, the family wfculd not have -chosen to spend 
all of the $).500rbn hctusing\ ' 

Receipt of the different types of. in-kind income may influence the 
recipient's choice of a bundle of goods by (1 ) altering the relative 
prices faced by the recipient, and/or (2| constraining. consun5>tion amounts 
directly, ^rogranjs .like food stamps and public housing set aiDOunts of 
food, and housing, respectively,' that must be consumed if program benefits 
are ^o be enjoyed. Partially or fully subsidized*. health benefits, on 
the^« other hand, normally leave amounts of health care consumed up to 
individual recipients^ . 

/The problem addressed in the remainder of this section is the develop- 
ment of a theoretically acceptable^ yet empirically iitplementable," methodology 
for cor;v^rting in-kind income into its equivalent cash income from the "per spec t 
ive of the diiiecf - recipient. ' The conversion will depend on the preferences 
of individual recipients and on the precise parameters of the in-kind subsicjy. 

THE GENERAL THEXDRETICAL MODEL ' ' , " ^ " 

■ • ■ . 

'The generally accepted economic model of consumer choice provides a 
theoretical frarowork for converting in-kind income into its cash inccxne 
equivalent. Since later analysis relies upon an understanding of this 
model / its basic frairiework and underlying assumptions will be briefly 
explained for the non-technical reader. 4/ Others may wish to move on 
to the next section of the paper (Implications of the Model for^ Measurement 
and Valuation of In-Kind Income). 

...... ■ , . * ■ ■ * 

The two primary concepts upon which the. model of consumer choice relies 
are thfe indifference curve and the' budget line. These are shown in Figure 1. 
An indifference curve represents all combinations, of goods vrfiich permit an 
individual to attain equal satisfaction or utility (curve A in Figure 1).. 
Figute 1 shows only one of these, curves; there is actually a family of such 
curves — one for each level of utility. Thus, the curve portrays indivi- 
dual preferences. Moving along an indifference curve to the right shows the 
amount of good Y that the individual would be willing to give up in order 
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to acquire more of good X and be just as well-off as before, that is, with 
unchanged total utility. The assumptions usually made about indifference 
curves are thit: (1) higher indifference curvesji,e., further^ from the 
origin) are to be preferred to lower curves, that is, more, of both goods 
increases satisfaction or; utility;* f 2*) curves are convex to the origin, / 
tjiat is, the more pf a good (e,g., X) an individual, has-, the le^s is the 
utility derived from an additional unit (and, hence, more X. is demanded 
to' offset incremental losses in Y); and (3) curves cannot intersect one 
another* • ^ 

The budget line (BC in Figure 1) Shows the combinations of goods an 
individual could purchase given his income. He might purchase OB units 
of good Y with no good X, OC units of X with ncfgood Y or some combination 
of both goods that lies along the budget line. Assuming positive and 
constant prices, the budget line will be a straight line with a negative / 
slope (-Px/Py). A chango in income is shown by ^ parallel shift of the 
budget line (e.g^, B' C' in Figure 1 repreis^nts a higher income level 
/allowing more of both goods to b^urchased) while a change m relative 
prices will shift the line in a manner that alters its slope (e.g., EC" 
in Figure 1 represents a lower price, of good X), 

Following from the assumptions noted above, an individual will reach 
the highest level of satisfaction he is al?le tio attain at _th^ point of 
tangency between his budget line and indifferlnce curve? that is, at 
point Z in Figure 1. At such a point of tangency the individual will 
be maximizing utility subject to fiis budget constraint. 

20 ' 
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This framework may be used to depict cash equivalents of in-kind 
income where, the in-kind income is viewed as altering relative prices faced 
by the recipient or const^raining consunption amounts or doing both 
simultaneously • For expository purposes, imagine two food subsidy prograroSf 
one in which a (nutritipnally adequate) diet is provided at no charge, 
i.e.jrfat a zero pcice^ and one which provides $.50 of 6viery $1.00 spent 
on food. Under the first program, suppose that a nutritional diet, equal 

^'to AB or ex: in Figure 2^ is given to an individual whose new (post-program) 
budget constraint is shpwn by the berit line ABC. If the individual had 

» received an ambunt of mQa|ey equivalent in cost to the food r the new * 
budget line would have J^en EEC. Beoaus^ the twb new budget lines share - 
a common, segment, BC, it is possible that either option ~ providing 

"food or cash — will yield the same result in terms of welfare gain •aind 
the ccMipositioh of consumption. This would follow if the point of tangency 
with the highest indifference cuirve fell between B -and^.C. However, if 
the individual's indifference 'curves are as shown in Figure 2, a • 
higher level of utility can be reached with ^he cash option (point a • 7 
in Figure 2) than with the food program (point b) - . - y 

Stated afternatively, the individual could reach th§^ sacie level (if 
utility (point c) as achieved with the food subsidy with a lower cost 
cash, option (DF <• De^^Thus,. under the usual assumptions regardirig'. / V 
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irxJividual preferences and market behavior, in-kind subsidies that set 
\ coniifction will be exactly equivalent to cash or less effective 

' than^^sh in providing a given level of utility at a given cost, depending 

uppnyChe corisunptiori in^tosed by the program arid individual preferences. 

The second type of sUbsidy, which pcovidesi the indiyiilual with $;50 of 
every $1.00 spent on food, lowers the price of food relative to other 
"goods faced, by the recipient and thus shifts, the budget line outward 
(fifcin AD to AC in Figure 3). Given the price subsidy, the individual 
will-^itiaximize utility at Bpint b. niis will^ cost ^e government bH tinies 
the t>ric:e of food. That same level of utility , however , can be achieved 

■ with a cash payment ^f smaller. size (cJ) or aJiigher level of 4tility may 
be achieved With a cash payment of equal size .(point a). With equivalent 

. cash> th^ individual would always choose less food and more of other 
goods thdn^*ien food 'prices are subsidizied. Agaift> uiiKjer the Usual 
assumptions concerning preferences (particularly thpassur^tibn/pf 
convexity of indifference curves) / higher individual utility will always ^. 
be, achieved for equivalent cost with cash than with in-kind subsidies . 

that al^r relative prices. ' ^ , 

. ■ ' ' • • ■ ■ , 
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IMPLICATIONS OP THE MODEL FOR MEASUREMENT AND VALUATION OP IN-KIND INCX)ME 

Th^ model of consumer choice or utility maxljnization delineated above 
provides qualitative conclusions about thfe circumstances under v^ich in-, 
kind income roaV be ^ued by the recipient at provider or government 
cost and when willSbeJialiied at less than provider or government 
cost. Moreover, it points to\he variables affecting the in-kind to 
cash conversion. and, thus, to*the general types of information that are 
necessary if an inconie definition including in*-kind income i^-^foT)e 
fully and satisfactorily implemented. These inplications afre discussed 
in turn. . . - 

In theory, the vajiie of in-kind income to the recipie^ may be : / 
greater than, equal to, or less than provider or government cost, \ 
Gonceivably, the 'value migh^ jeven bie negative that is, ^n-kind 
income might actually mak^ the recipient worse off , although this result 
may-be dismissed for all types of in-kind income which the potential 
recipient has the freedpm to xJecline. ^ Conditions under which recipient 
valuation might be greater than provider or government cost occur i^en 
(2^) existing market inperfections 9uch as racial discrimination or" 
discrimination against the pcior in general are reduced or eliminated 
because ofNthe in-kind subsidy (Medicaid valuation might be influenced 
by this effect to the extent it has inproved access to health care), 
and/or (b) government expenditures are less than private meurket costs in ^ 
cases v^re the' governmOTt produces the good or provides the service 
directly, i.^e,, in cases where the government is more efficient than the 
private sector, 5/ ♦ 

■ » 

The conditions sufficient for valuation of in-kind income equal to 
provider cost, i.e., equivalent to a cash transfer, occur vrtien: (a) market, 
equals provider cost and the good might be resold by the recipient at 
market prices and without transaction costs; (b) consumption constraints 
are set such that the re$:ipient consumes exactly that amount of the sub- 
sidized good he would have consumed if given cash rather than the in-kind 
income (this condition is satisfied when the recipient can and does supple- 
ment amounts of the subsidized good with^additional market purchases); and 
(c) indifference curves are rectangular rather than subject to the usual 
assumptions specified earlier and there are ncv^consumption constraints 
inposed. 6/ In practice it is only the second condition mentioned above 
that will""be important for some types of in-kind income. 7/ 

When these Conditions for valuatioo greater than or equal to provj.der 
cost ^re not met, the value of the in-kind incdfne tp the recipient will ^ 
fall between zero and provider cost*. It is likely that most, if not 
all, types of food, housing, and health subsidies will fall into this 
category. That is, it is not expected that any type of in-kind income 
will satisfy the above condition(s) for all recipients . 

While the theories outlined above point to qualitative conclusions about 
the conditions underlying valuation of in-kind income equal to, above, or 
below provider cost, quantitative conclusions must^ rely on enpirical studies. 
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Such, studies will, in turn, have to account fot the many fafetols or 
variables affecting recipient valuation oi. izi-^^bd income. Drawing 
upon the theoretical model outlined above, these variables are: 

Individual ' pref er'fencfes ; The value of any type Of in-kind 
; income will vary across recipients,:' depending upon individual 
recipient preferences (or indifference curves) for specific 
goods. That is to say, for example, that healU? benefits will 
be wort3i more t6 individuals who value health expenditures 
relatively highly .than to those v*K) don't, ceteris paribus ; 

Individual incomes (prersubsidy) or budget co nstraints. 

. ~ ^ "7 

Precise parameters of the bundle pf in-kind incomes received 
by any recipient . Several points are inporhant. First, that > 
the characteristics of the in-kind subsidy should, be speci- 
fied as to how they impose constraints on consumption, if any, 
and how they may alter relative prices. Second, the parameters 
of the subsidy may vary acros^ recipients; in-kind subsidies 
often depend upon factors sudi as household size or household 
income JLeyel. Third, the value of any one in-kind subsidy 
will be affected by' receipt of. other in-kirid subsidies since 
relative prices and incomes will be altered;, thus, for any 
one recipient, the entire bundle of in-kind subsidies should 
be valued simultaneously. / 

It is, of course, the interaction among these variables that is crucial- 
in determining the val^e of in-kind income to recipients, individually and - 
thus in the aggregate. Above all, however/ it is inportant fully and care- 
fully to delineate the characteristics of each type of* in-kind income. 

APPLICATION TO SPECIFIC TYPES. OF IN-KIND INCOME 

Thi? paper focuses on foyir types of in-kind income, all governmentally 
provided^: food stamps. Medicare, Medicaid, and public housing.' It should 
not be inferred from this nari?ow focus that an income definition Including 
in-kind income could confine itself to these four types of in-kind subsidies. 
On the contrary, to do. so would distort data on the distribution of income 
and poverty since somp households would be treated differently than others. 
This distortion would be particularly severe with respect to subsidies 
involving health benefits or insurance arid subsidies to housing which are ^ 
widespread throughout our economic system, involving the private as well 
as the public sector, occurring at the local as well as the Federal level, 
and effected through the tax system as well as through .public expenditures^ 

Confining t^he analysis tb these four programs is,, rather, a matter of 
qonvenience. Da^ta on the size and distribution of these four types of. 
in-kind income are more readily available than for most other types. 
Several studies on impactrs of these governmental programs on incOT)es and 
poverty are .available. And finally, these four programs illustrate a range 

. . 2i : 
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of different ways of influencing qonsLinption and, thus, well-being of 
recipients, as well as represent variuua inplementation problems. 

■ ' •, ■ < ■ .'V 

Food Stanps . ' ' 

♦ 

Pood stanps is an income-tested program designed to inprove the nutri-i 
tion levels of low-income households. ^ Ally household meeting the basic , 
eligibility requirements — an income \est, an asset t^st, and a work tfe- 
quirement — may purchase food coupons at a price below the value of the 
cotpons/ thus deriving a transfer — the so-caUed bonus v^ue -r- from the ; 
program. Itie amount of the food coupons — the so-called f bod stamp 2dlot- 
ment — that may be purchased rises with the number of household meniDers. 
The present roopthly allotment ranges from $48 for a one-person household 
. to 4162 for a four-person household to ?278 for an eight-petson household, 
with $22 of additlonafl food stamps for lach additional person beyond eight. 
Hie variable purchase option allows that one- fourth, one-half, or* three- 
fourths of the full allotment may be purchased in any month. The price 
households mu^t pay for the food stanps rises with net monthly income. 
It is essentially zero for houg^holds yith net incomes below $30 a month 
and rises to a maximum of SOveccept of net income. 

A graphic representation. of the food stamp program appears" in Figure 4. 
*lhe recipient's pre-program budget constraint is AD. For tljis hypothetical 
recipient it is assumed that the food stamp full allotment equals OF, the 
purchase price A6, and the bonus value (or subsidy) CF. A fully implemented 
variable pur chaise* option will also permit the recipient to purcl\ase specific 
proportions of the full allotment with a proportionate reduction in the 
purchase price. In Figure 4, for exanple, the one-half option is shown/, 
by the kinked Jine Ol. The recipient is also free to purchase more food 
than the amounts represented by;the Various allotments at market prices. 
The post-prograip budget constraint facing the recipient is, thus, the heavy 
kinked Tine AIE. » . . 

Were our hypothetical recipient to hav^ preferences for food and all oth6r 
goods represented by tha indifference curve, Z, h,e would supplement the food 
st^inp full allotmmt with purchases of food at market prices. For sudi a 
recipient, the food stamp bonas value is equivalent to a cash transfer and 
the full bonus value may legitimately be added to his income. The sufficient 
condition for such an outcome is that the recipient purchase more food for 
home consunption than his food stamp allotment. Such a value is amenable 
to direct measurement on an individual household b^sis. 

With preference funcptions shown by indifference curves X. (where the re- 
cipient will purchase one-fourth of the full allotment) or Y (where he will 
purchase the full allotment), the food stamp bonus value is worth less than 
an equivalent cash transfer which would allow the recipient to reach higher 
indifference curves (and thus levels of satisfaction), shown by curves 
and Y', respectively. 8/ Were the recipient given cash, h5*would spend less 
on food and more on other goods than he is allowed wit|iin the conf inea of the 
food stamp program. - . 

25- ■ . .. . 
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- Hie program depicted above is probably a realistic portrayal for many food 
stamp recipients. For others, however^ budget constraints imposed by the 
program may be soroev*)at different- Firsts food stamps need not be utilized 
in the month in which they are purchased. By altering the proportion of 
the full allotment purchased ,froro month to month and "storing" excess. food 
stanps for use in other months^ households might secure on average over a 
number of months virtually any amount of food stamps desired up to the full 
Allotment. In 'this,jcase the budget constraint Can be viewed as the continu- 
ous line AI in Figure 5, Qualitative results are unchanged from those 
noted earlier. "Storage" also permits a household on food stamps for only 
a few months r whicl? is aware of its short-term eligibility for stanps, to 
maintain its food consumption at pre-subsiidy levels despite temporarily 
higher food expenditures; for such a household, the stamps are equivalent 
to cash, 

Second, while it is not legal to transfer food* stamps, to the extent such 
transfers exist, outcomes may be altered. A transfer or resale at full price 
would /of course, transform the food stanpis irtto cash (assuming -zero trans- 
action costs), A resale at less -than full-^price^ a a might occur in a formal 
black market would lend direct evidence fco a /recipient valuation of less than 
government cost. Such resales at a reduced price would transform the budget 
constraint to a line such as Bl in Figure 5 that would be bounded by lines AI 
and CI, Again, qualitative results .would be unchanged in that households 
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maximizing utility along either the kinked segment of Figure 4 or the 
continuous sejgroent AI of Figure 5 will in virtually all cases value the • 
stanps at something less than government cost. ' 1 

Where households fall in the calculaticfti of casfr equivalents will^pend . 
iii part on their incomes. As incomes rise/ discretionary food expenditurgiS 
^ can also be expected to /ise and the likelihood that the bonus value will be 
^.equivalent,. to cash is ^feater since there is a higher probability. that the 
recipient can be expectfed to pupchase iitore food the food stamp allot- 
m^t . For households with t±e lowest incomes, bonus values cen be very large 
and at the same time might be expected to be worth considerably less than cash 
for such households the direct inclusion of bonus values into income, would be 
particularly biased insofar as such households are concerned 

Whether food stamps are equivalent to caish for individual households is 
. an empirical question. Several recent studies' have focused on estimating 
cash eqi^ivalents (or approximations to cash equivalents of food stanp . 
bonus valxwfS. In broad outline their results appear to be cdnsistent:^ , ^ 
recipient valuation of bonus values is below government cost (that isr 
the ratio of the' cash equivalent of the food stamp subsidy to the bonus 
value or government cost is less than one) for lower income housjeholdSr 
rises as incomes rise> and equals government cost as incomes approach ^ 
breakeven levels (that is/ the income levels at v^ich households are no 
longer eligible for food stamp benefits). The individual studies' findings 
are as follows. 

The Clarkson study (3] computed cash equivalents for household sizes 
1 through 9 and for various monthly income levels^ On average, across 
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Table 1. Recipidht Valuation of Pood, Stairp Bonus Values, 
June 1972: Clarkson Stuc^ 



Elqht Persons 

(1) 12) 

Bonus Cash ' 
Value Equivalent (D-U) 



One Person 
Selected (1) ~T71 
Monthly Bonus Cash 
Incowta Value Equivalent (l)-(2) (2)/(l) 



Four Persons 
(1) TJ\ . 

Bonus CaBh 

Value Equivalent M)'-(2) (2)/(l) 



$ Under 29 
$ 5<y - 6 9 
-$100 - 149 
$250 - 359 
$480 - 539 



$31 
23 
10 



$20 
22 
10 



$11 64% $108 $39 $69 36% 

1 98 96 58 38 61 

0 100 77 61 • , 16 79 

30 30 0 100 



$180 
U66 
144 

93 

55 



$49 

76 
87 
61 

55 



$131 
90 
57 
12 
0 



27% 
46 

60 
87 
100 



Gourcex Clarkson |3U selections and derivations from Table 7, pp. 38-39. 



the recipient population, cash ecjuivalent valyes were 82 percent of bonus 

values. Clarkson found the cash equivalent to bonus value ratio to rise 

with incOTie and decline with household size^ ceteris paribus , as shown - 

in Table 1. For exanple, it is estimated that one-person households with 

monthly incomes of around $60 will value their- food stamp subsidies aft 

98* percent of bonus value while eight-person households with similar incomes 

will value the stanps at only 46 percent of bonus value. For four-person 

households with monthly incomes of less than $29 the estimated ratio of 

recipient value to bonus value is 36. percent while it rises to 79 percent 

for such households with incomes of around $125. - * 

■ iSiese estimates iitply that the cash equivalent to bonus value ratio 

reaches one at incone levels roughly^ 50 percent below the food stamp breaks- 
even level of income for on6- and two-person' households and 25 percent below 
forylarger size households. If one could assume that ^^ouseholds receiving 
food stanps were evenly distriButed across incomes below the breakeven level, n 
then the Clarkson estipiates would imply that bonus values are not accurate 
- representations of income derived by recipients for 50 percent of one- and 
tworperson households antj 75 percent of larger size households. Moreover, 
the absolute dollar differenj^^b^tweert bonus value and its cash equiv^ent 
can be very l^arge for low^ income- households, particularly if they include 
many member s7 since bonus values rise as income falls and as household size 
increases. Referring again to Table 1^ it can be seen that for four-person - ^ 
households^ with cash income around $60 a month the overstatement of income^ — 
'if one simply added bonus values to income — would be $38 a month or ^$456 
a year were food stanps to be received continuously over a year's time. 
Such an overstatement would amount to ope-third of "true" income (cash 
income plus the cash equivalent of food' stamp bonus va^ ^ 

" v ■ 2-8, ■ . , ' 

18 ' ' ' 



ERIC 



..ihe Clarkson study utilizes a Cobb-Douglas util ityfunctio^ S?^oS?tion 
estimate of .33 as the proportion of xncoine'spent on food. This proportion 
!I Sll c^s^ant across air households, 'regardless of in^^^jr hoj^hold 
size. ^ The proportion of incoine spent on. food is a c-^^^if^^f J^^fJJ ^f, 
cash equivalents. Because the proportion of income spent on food falls as 
incomTrises and rises with household size (given income), the use of a 
fJSTpJo^rttSn, as in the Clarkson study, will bias the findings towards 
relativelTlower cash equivalents for lower inctimes and larger household 
siz^V That is,,wef6 the ^tudy to have used variable Proportions spent^ 
' . on<ood in closer approximation to true consumption patterns, the fall in 
the- ratio of cash equivalents .to bonqs values as income falls and hpus^ld 
size increases would not have been as large as estimated in the sf:udy. 

A second study, Smeeding [161, also found ratios of cash equivalents 
to bonus values to rise with income level/ as can be ^n in column 4 ot 
Table 2. While his overall ratio is 89 percfent, somewhat higher -^than 
Clarkson's, it rises from 73. percent at annual incomes below $1000 to 
100 percent at annual income levels around $7000. These estirtates 
alloTfor proportions of income spent on food to vary by income level ^ 
and household size. They are, however, only gross approximations to cash 
equivalents in that utility functions were not utilized in deriving the 
S^tiinates; Nresulting iitpacts on cash equivalents are diapussed in the, later 
. section on Implementation. ' ' 



Table 2. Recipient Vajudtion of Food Stamp Bonus 
Values, 1972: ^taeeding Study , 



(2)/(l) 



Disposable 


Personal 


Income 




$ 0 - 


999 


$1000 - 


199*9 


$2000 - 


2999 


$3000 - 


399^9 


$4oda - 


4999 


$5000 - 


5999 


$6000 -. 


7499 


$7500 


9999 


$10,000 


+ 



— rrr 

Average 
Annual 
Bonus 
Value 



— m — 

Average 

Annual 

Cash 

Equivalent 



(1) - (2) 



$659 
343 
297 
355 
344 
334 
344 

' 325 
375 



$481 
295 
261 
316 
310 
309 
325 
323 
375 



$178 
48 
35 
39 
34 
. 25 
19 
2 
0 



73% 

86 

88 

89 

90 

93 

95 
100 
100 



Source: Smeeding [16], selections and derivations from Table A-7, p./357. 
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Smolensky et al\ 117] calculated ratios of cash equivalents to bonus valUes 
fpr five hypothetica]^households varying in aize and income. A displaced CES 
utility function was utilized in the simulation^ and necessary parameter 
values of the utility mnctioq were assumed. Marginal budget shares, differing 
by size and income, w^e calculated from the 1960-61 Survey of Consumer Expendi- 
tures. Gash equiveii^t ratios for these five hypothetical families are shown 
. in Table 3 :beiow. Unfortur^ately, the income levels chosen for the simulation » 
•A 'i^re so hhlg^f that fopd stamp hpus^hol^d incoioes wete' otjten ;npt ' 

eligible for 'prograni 'benefits in 19f5w Xij tfhe' states in, which njpu^^ 
''^such incolI)^s w^re eligible, households were very clpise' to the bti^akeven leVel 
i^pt incomeV^Thus the Smolensky results cQrrobpra€6 the Clarkson and Sroeeding 
^ studies in finding that ratios are equal \tp bne for households close to break- 
. even income levels, but cannot be extended beyond these narSrow confines. 

, Table 3. Ratio of Cash Equivalent to Bonus • • i 

Value, 1970:^ Smolensky Study ^ 

Two-Person Faijnily Four-Peraon Family 

Income $2869 100% Income $3414 100% 

■ Pf^ $4883 na . ; . Of $4706 . 100% 

• ■ - ' ^ ' . ' $6572 na 

Source: .Smolensky et al. [17] , selections from Table ^, p. 32. 



Findings of several other less sophisticated studies are qualitatively 
similar. Mittleharnmer and West [10] found bonus values to be equivalent to , 
cash only at incomes close to breake<^en levels. Galatin [6] found that 
food stanp bonus values in 197Q were equivalent to cash for 76. percent of 
sinode persons receiving Old Age Assistance, 23 percent of coyples receiving 

. QJ^Age Assistance, 31 percent of two-person AFDC units and for none of the 

^»^ur-person AFDC units. 9/ 

^ 3l\^>se' studies uniformly point to a recipient. valuation in terms of cash, ' 
equivctLents that is belcSW bonus values (or government cost) for a significant 
number bJE households. It 'pan be. concluded, therefore, that bonus vialues can-, 
not be added in to income directly without serious bias^for some households, 
particularly those with lower incomes. The ntn9ber6»;pf food stairp recif^ients 
so affected and the precise amounts by which cash /equivalents fall below 
bonus values, however, must be examined in Jfuture studies. ^ 

Future work must go beyond the above studies for a number o^Jr^asons. 
Several .spiecific criticiisms of the individual studies were mentioned above. 
. la addition, however, these studies utilize data on household expenditures 
\hat are how 15 years out of date. The 1972-73 Survey of Consumer Expenditures 
may show significantly different proportions of income spent on foodf. 10/ 

' * 20 



Second, enpirfcal estimates must allow for Variation in these proportions 
not only across income' class and housenoid size, but across other geographic 
or household characteristics (e.g., age) if such factors represent, signifi- 
cant and measurable ^Jifferences in individual preferences. • , 

Finally, distinctions between food stanp benefit schedules,. >5ased on 
income after many deductions, and gross income must be un^rstoodr if , for 
exanple, all food stanp households had 550 a month in deductions from income 
so that gross incomes were $50 higher than net incomes, cash equivalents of 
the bonus values would be different depending upon whether net • or gross 
Income levels were utilized in the estimates. ^ ' 

^ Public Housing .' 

Low^rent i>ublic hbusing*^!^ recipients (tenants) ih the 

form of reduced rents. 11/ TheselJ^w rents are enabled by Federal loans and 
, grants to local housing authorities which provide a specified amount of hous- 
' ing "services to tenants.'~ Rents are set by the^bcal housing authorities and 
reflect income and housfeMpld si^se aimbhg other factors. ' Gross rents cannot be 
greater than 25 percent of intone. 

^ In effect, then, the potential tenant is offered a fixed amount of hbusing- 
sluices — tx: in Figure 6 — at a specified rent — AD in Figure 6. His new 
budget constraint consists of his. prerprogram ljudget constraint, AB, or the new 
■ point, fi, «here he will conaiume OC units of hbusing and OD units of all other 
goods. The indivisible nature''6f the transfer has two important iiiplicat ions. 
First, the participation decision is ^ng^derably more circumscribed than with 
an open-ended voucher program like food stanps. Secondly, the recipient may 
be forced to underconsume , and thereby be Ipss well off. -than with an equivalent 
cost cash pecj/mnt; under open-ended vouchers such as food stanps or rent supple- 
ments, forced under consimpit ion will not ocdur. 



FIGURE 6 
PUBUC HOWSTNG 
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These potential situations are illustrated in Figure 6. If the public 
housing offer falls below the old budget constraint, or if th^ recipieht has ^ 
- preferendes ridehtif ied by indifference curves X or Y/^^hf dffer'of public housing 
(pointy if); wi^^^ refused. For others, for exanple one with indifference cui;ve 
. - the bfiE^r vill be acceptet?;/|bt this individual^ however^ it is wor'th iesar^^^^ 

V :, than an equivalent cash trangfeb. which would have pei^mitted him to consume morg 
.housing services Bt a higher ft efit. Oialy f individuals with' preferences 
represented by indifference curve Z wiil the public housing make them as- well 
off as would an equivalent cash transfer. 

Public housing transfers present another valuation issue that does not 
arise with voucher progirams that operate through existing markets; that of 
true resource cois'ts difiEering from governnjental outlays as a resqlt of in- 
* efficiency. Under public housing programs, housing services are provided 
\ f directly by govj^rrwi^ntal bodies. If sijtjh bodies* ar^ less efficient pi:oviciers 
. of housing services tha^i the private matker seatpr, governmental coistrWilJ, r . 
be ^teater than market value or resource cost ih providing the identical 
Steifvices. Should governmental cost be used to measureVtransfers to recipj.- 
ents, then^ benefits would be biased upward by the excess of such costs over- 
true"* resource costs. 

^ Recently available estimates of recipient benefits from housing transfers 
/shpwf average cash equivalents to be significantly lower than in t^e food stajrp 
prdgtam. Murray [IP] calculated cash equivalents of puj^ic housing benefits 
utilising .estimated parameters of both the Cobb-Douglas aiid the generalized 
CES utility functiorts.^ 'His, estin^^tes, .using t^^ specif ication^ show 
an ai:igei:iige cash equivalent to government cost rdftio of .66'and an average" • 
pash equivalent 'to market v&lue ratio of .84. The ratios vary e^^rross 
household sizes and compositions, as -can be seen in Table 4. 

■ - • ,. . , . • ^'*v ■: ■'w . 
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Table 4. Recipient Valuation of Public Housing Subsidies^ 1968: r^urray Study 
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(4) 




(6) - 


(7). . 


(8> 


, Family 




Market 


CES Utility Function. 


Cobb-qbuglas Utility Function 


tjonjt30sitiorf ^ 


■> Mor|.t}ily 


Val|je of 


Monthly 






Monthly 






Size-No. Minors 


Subsidy 1/ 


• Subsidy 


Cash Equivalent (3)/{l) 


(3J/(2) Cash Equivalent {6)/{l) (6)/(2> 


1-0 


$ 85 


^ 67 


$ 63. 


73% 


jic-?3«< $ 55 64% 82% : 




113 


89 


71 


63 


80 


71 


63 


80 




, "no 


• " i85 >. • , 


65 ■ 


5*' 


76 


63 


57 


73 


3-1 


144 


114 


87 


61 


76 ' 


96 


67 


84 


3-2^ . 


128 


101 


90 


70 


89 


84 




84 


.* 4-2 


. 152 ' 


120 


102 


67, 


84 


92 


el 


76 


4-3 


153 


122 


86 


56 


71 


100 


66 


82 


5-4 


>75 


140 


117 


67 


83 


120 


69 


85 


6-5 


182 


146 


125 


69 


86 


116 V 


64 


80 


Average 


119 


94 


79 


. 66 


84 , 


• ' 76 


64 


81 



■ : -i# 1 : : L \ ; ■- 

Source: Murray (11), selections anci derivations from Table V, p. .783. v 

^. . js / • "■■ '■' ' ^ .. :v ^" ' . 

1/ Murcay assumed that government costs are 17 percent greater than market values. ' .* 
This assumption was based upon HUD estimates. ^ * l * 
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The Department of Housing and Urban Development estimates a somewhat 
lower ratio of • 55 between governmental (Federal and local) outlays and 
recipient benefits in public housing. That is, only $55 of every $1,00 
■ spent can be viewed as benefiting the recipient, \l/ These estimates are 
consistent with those .d€^v0;.pped by Kraft - ahd OXs!^^^ [7^] .utilizing a ^roall 
sanple of public Ijdusing tenants and nori-public housing tttfefciirsrin^^ 
cit4.es. For tt>is sanpie'i the government cost of, the subsid^ aViejfsiged^ 
^ifrom. $52; to .$138 per month depending on income class (column 1 iri. Tibie 5) 
* and tlie value of the subsidy utilizing thfe market value of the housing " 
'Services providied averaged from $32 to $103 (column 2). Estimated cash 
equivalent values of the subsidy range from $12 per month at incomes of 
$7000-7999 to $96 at incomes of $3000-3999^ Cash equivalent to government 
cost. ratios, ^hown in column 5 of Table 5, rise with annual incomes over 
the lower ranges and then fall at annual incomes beyond $4000. Itiese 
radios never exceed 70 percent /on average, ^across, an incqme class, and 
ar^ as low as 23 percent. They average 55 percent for all sample familiei^. 
Kraft and Olsen estimate that 34 percent of the sanple families occupied 
WprsiB'^ housing under the wblic housing program than they would have / 
bcctpieid in its absepcie. 13/ , ' V \ • * 

Table 5: Recipient Valuation of Public Housing Subsidies, 1972: 
>' • - Kraft and Olsen Stxjdy 
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54 


45 - 


55 
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Source: Kraft and Olsen 17), selections and derivations from Table 5» p. 19. Data in ooluro 
1 and 2 .Mere provided by Edgar Olsen. 

The. combined effect of a large annual subsidy from public housing and 
low cash equivalencies |)er dollar of subsidy would point to serious bias If 
government outlays on public housing were' to.be directly inputed to recip- 
' ient^ incolhest- Incomes might \>e overestimated by as radch ad $800 ^n average , 
ove^ qne fam'Uy- composition) and often by ve{j;y large prc^rtions of pre-public 
housing income. . ^ ^ ' v«/ ^-^^^^ - 

Med icare and : Med ica id • 

The^Medicare.^nd Medicaid programs provide health benefits to eligible 
per^ns by reimbursing fully or ^partially health care providers fot specified 
health services. Afedicjare extends coverage to the aged and disa!j>led p<^lations 
eligible. fot-T^^iA^^ Security or Railroad Retirement. It covers specif iedlheal^h 
service^ subject 'to Varies deductibles and coinsurance^ clauses; the Hospital 
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Insur3H)ce pprtion is free while Supplementary Medical Insurance has a premium 
^which covers about one-half of costs and is currently $6^0 per month. Medicaid ; 
is an income-tested state program, partially findinted by tMe Feeder al government/ 
that provides benefits to persons and* families receiving public assistance and 
- in som^ states to ^hose who would be eligible for public assistance were their 
' ? incanes not above state public assistance income limits. Medicaid differs 
i; r iErora state to state in the services covered and in its deductible and ooinput;-;' . 
v-": ance; prpvisj^ibA^.^ .There atie;, however,, no premiums required fpr coverage. 

Toted government outlays on these two programs obviously reflect eicpendi- , 
tures'^on health care df the-^lib|ible population. The moRe that ,is spent on 
health care, the higher are government outlays. This 'same r^latiOnsnip holds 
for the individual person or family who participates in either of these health 
programs; the more it spends on covered health care; the higheTr will be ^he 
subsidy ite receives from Medicare or Medicaid. 

Bkat> tO'Viev>the dollalf subsidy (that ..is, the outlays under Medicare and 
M^icaid on behalf of the particular recipient) as "a benefit ,to: the recipient - ^ 
iiiplies that the more a-*family spends 6h health care, the better off it is /\ / 
(since its subsidy would be higher) . .The strong inverse ^relationship be- 
tween healJJi status aiK3 health care expenditures makes this Msult untenable. 14/ 

A more acceptable approacf) where the welfare of individual recipients is 
at issue is to view Mediaare and Medicaid as health insurance policies. Persons 
and families eligible for these progr^ams will then be viewed as receiving a 
benefit whethlar or not they actually consume health sei^vices during the time 

~ period of concern^ In this framevJbrk total premiums (subsidize<3 and pajid by . ? 
recipients)* will be equivalent to the .actuarial, value of the prografti and the 
subsidies will be equal to program outlays less any preittiums required^of ^ 

• the recipient. - * ^ 

When tliese programs are \^iewed as health insurance, it is pecessary to 
consider a variety^ aj^ crucial, variables which affect an individual *s^mand " 

" b? prefei^ences for hfeaftth insurance. First is the expected need for nealth 
services or the probability of illneSs (wMghted by* the cost of treating 
such an. illness). The higher the probability of illness, of course ,^^e v ' " 
greater is the demand for health insurance', ceteris paribus . This variable 

..serves to assign higher benefits from health insurance to those with higher 
health e^^nditures. As a class, the aged are expected to have greater need 
for healxh services* and there seems t6 be ^grdwij:ig evidence that low-income ' 
familiesSalso hllve greater need as a result of poorer health status. Second, 
4pcess ttojhealth care certainly affects the demand for .health insurance. , 
A family with su^rior health ^insii^ance bdftefit^g little i-fe there ar^ no 
doctors or hospitals available. In this regard, rural areas are thought to' 
have particularly severe problems with jrespect to health care availability.' 
Itiird, the extent of desired risk-taking will differ Woss families. The 
greater. the aversion to risk,ipf course^ the morp valuable is health insurance. 

These factors, together with income/ will influence the ^>referenc^s of^ 
persons and families for the insurance value embodied in the Medicare andV 
. Medicaid programs. If prefetences for health ioisurance are low enough. 
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certain jeligible fiamiHes (indifference curve X in Figure 7) may choose 
not to participate in the Supplementary Medical Insurance portion of Medi- 
care. . Since the Hospital Insurance t^rtion of Medicare and Medicaid 
involve no premiums, all eligible 'f^qiilies should participate. 

■ ■ • . ^ 

• The cash equivalent values of Medicare and Medicaid, viewed as health 
insurance polibies, are depicted in F^igurd 7« A health insurance policy 
<^ OC is bffered under Medicare and/pt Medicaid. Under Medicare, premiums 
of AD are charged* ppl icy hpld^rs and the new budget conSttaiht ii^ AGIE. 
Under Medicaid, which charges no premiuiins, the new budget constraint is AJF. 

" ' Giv6n the tiudget a>n^traint AGIE;' if an individual's preferences are » : 
reprjEfsented^by indifference curyfe Y in Figure he wiH;cboQ3e to supple*^ x 
rqent the health insurance coverage provided by^-Medfcare with a ^rivately- 
^secured policy(i^s). As with food stanps, observation that outlays on the , 
good in question exceed those provided by the pjfbgiram is' a sufficient condi*- 
tion for a Cash equivalent value equal to government cost. 15/ For individual 
with preferences represented by indifference curves W and ?Jnowever, a higher 
level of utility could have been attained had the transfers' been in the form 
of cash, as shown by points t and s on the higher indifference curves W* 
and Z'. . ' ' * ^ \^ 

FIGURE 7 
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Several additional factors might inpact on the translation of .government 
outlays into cash equivalencies in these programs. It was mentioned earlier 
in this section that recipient valuation might be greater than government 
cost if market iirperfections were reduced. To the extent that Medicaid,. . 
and to a lesser degree Medicare, have improved access^ to hwl^tlj! care among 
lower-income, households, this effect cannot l^e dismissetiL^. Operating lii 
the opposite direction, that is to reduce the ratio of if^pient Val\lation 
to government cost, is the possibility that government outlays on th^se' 
I programs are greater than in the^,pirivate sector. Such an outb&me wouJLd , 
"\ be possible wete Medicaris^ and Medicaid |iati^nt9 either charged higher ^ 

fees by health care providers for the same service' or japov^ded with more 
' services If g. , operations or -X-rays >than^aWmg^icai^ , 
to privately- insured patients. 

Finally> some men^n «Ust be made oflkhe inpacl^ which the shar^ rise ini 
coat of health services over refcent years had on the premiums of Medicare 
ftfx) Medicaid and, thus, on their 0^ income equivalents. It is estimated 
that one-half' to two-thirds of thcf $7.0 billion or 40 percent projected 
increase in Medicate aftd Medicaid outlays from fiscal ydtu: 1974 to fiscal 
year 1976 (estimatesd) will be due to higher costs of medical services. 16/ 
While some of ^e higher costs may reflect improvements in the quality of - 

" medical services,' price rises have undoubtedly been sizable. It is unclear 
how price rise? should be handled in the context of in-kind subsidies and 
their cash income equivalents. Ideally, of course, total income in current 
dollars, including in-kind subsidies, should be deflated by an a^ppropr lately 

'weighted price index. Or, if the measurement of poverty is the sole concern, ^ 
the pov^^i^Y line, migh^be adjusted upyar^Nj^ an appropriately weighted price 
index vrfiiie incomes remain xn current dollar terms. In practice, however, 
there may be no appropriately weighted price indeic vrti^e *goods consumed 
by families are subsidized, i.e., v^ere expenditures ake zero or substantially 
below cost. For exanple, if health care were p^pvided/Tree to a^l families, 

.or at a nominal cost, presumably weights attached to health care in any price 
index would' be very low or even zero. Yet, if health care subsidies are- 
added to income in current dollars and health care prices are rising, reaL • 
incomes ot families will be overstated. 17/ It may be necessiary, then, to 
c6nvert the income derived from some irt-kTnd transfers into real terms apart 
from application of overall price indices to total income. . ' . 

These considerations, and the /actors affecting individual prefereqpes 
noted earlier, complicate the valuation issue for Medicare and "Medicaid and 
are genercdly not reflected in^the available estimates of refciplent benefits 
from th^se programs. With these programs regarded as health insurance 
policies, Sjneeding found the j: atio of recipieht cash Valuation to government 
cost for Medicare and Medicaid to average C68 in 1972.' As shown in column 4 
of Table 6^ the ratio rises from .58 for. the lowest income households to 
.85 for the higher income households.- This ris^ reflects two factors: 
(1) a falling proportion of families eligible for Medicaid as versus' 
Medicare as income increases, in conjunction with a higher Medicare ratio; v 
Smeeding found the ratios of cash equivalents to. cost in 1970 to be .63 ^ 
for Medicaidi, .93 for Medicare, and .81 if botj^ Medicare: and Medicaid were 



Stable 6. -^tecipient Valuation of Medicare and Medicaid/ 
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Sourcat SMwcding (16), aelectiona and derivations ffon Tables C-7, p. 359, md 0^1, p. 362. 
1/ Irtcludts Medicare and Hedlcaid. 

1/ miae eatlaataa should not be conpared with thoae shown in colura 3 and 4 for Nsdlcare 
and Medicaid together aince they are for different yeara and aince aswsdinq found the 
ratioa of cash equivalents to goverrasnt coat (colum 4 and 8) to fall considerably 
fro« 1970 to 1972, 



received, and (2) a rise in the ratio within each program as income rises, 
as. can be seen* in colum 8 of Table 6 for the Nediqald program. 

The ratios of cash equivalents to government cost found by Smolensky 
et al. foT five hypothetical families are somewhat higher than those found 
by Smeeding. The four-person family with an annual income of $4706 receiving 
Medicaid, for exanple, would value it at 74 to 85 percent of government ooat, 
as can be seen in Table 7. Ttiese. ratios also rise with income. 



t Table 7. Ratio* of Cash equivalent to» Govemnsnt 
Cost, 1^%: • StolensJqr study 



TW^Prson Family 

Xnoons 

^ tt 

ftxir^rsog Family 

Incoma 

Of 



$2869 
$4893 



$3414 
$4706 
$6572 



Medicare 



81-^9% 
91-95% 



na 
na 
na 



Medicaid 



64-76% 
na 



67-78% 
74-85% 
na 



Source: Smolenaky et al. (171 , selections from Table 4, p. 32. 
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* As witrf theifood stairip and public housing programs, true incomes would be : 
overstated were-Medicare^nd Medicaid valued at the cost to the government. 
This biasr would be particularly serioqs for Medicaid whfete the recipient 
vadjuatioh appears to .be-less than thtee-quarters of government cost for most 
rectjpienb families. Incomes might be overstateia by more than $200 a year in 
scene income classes, representing a 10 to 25 percent upward biasv 

Bundles of Subsidies 

Families and individuals may often receive more than one type of in-kind 
subsidy. The homeowner who can deduct interest and property taxes from income 
for Federal income tax purposes may well be receiving subsidized health insur- 
ance from his employer. Among the four in-kind transfer programs discussed in 
this section, there are considerable overlaps in coverage: The family receiving 
cash public assistance, for exanple, is at the same time categorically eligible 
for Medicaid and for food stamps and might be living in public housing as well. 
The aged individual receiving SSI may well be receiving food stanps. Medicaid, 

and Medicare benefits. i ^ * 

' . ; • • , , f , 

In estimating cash equivalents of in-kind income*, it is necessary to specify 
bundles of subsidies received by families since the valuation of any one subsidy 
may well depend off the entire bundle. This follows from the shift which occurs 
in the pre-program budget constraint^ with the receipt of subsidies other than 
the particular subsidy (which we will call the "marginal subsidy") being valued. 
Receipt of other subsidies will shift the budget constraint outward, that i§, 
raise the recieient's income, and may alter the slope of the budget constraint- 
as well, that is, change relative jprices between the marginal subsidy and all 
other goods. With an altered pre-program budget coihstraint, recipient valuation 
of the marginal subsidy may change. Exactly how it changes — whether higher or 
lower — is a complex process, the outcome of which i^ not obvious. Neverthe- 
less, several important effects can be identified. First, increased income as 
a result of- the receipt of other subsidies can, ceter is paribQS , be expected 
to- increase the cash equivalent of the marginal subsidy; Second, the degree 
to which the subsidized goods substitutes will also be important. For 
exanple, Medicare and Medicaid ^ev largely substitutes. Individuals enrolled 
in both will value the two combined less, relative to government cost, than 
they would value either singly. And for food stamp families whose Children 
receive free or reduced price school lunches, the value of the full food stamp 
allotment may be less than if it were the only food stibsidy received. 

The Smeeding study does not value bundles of subsidies simultaneously. 
The Smolensky study does value bundles of subsidies jointly. In doing so, 
it was found that for food stamps, public housing. Medicare, and Medicaid 
jointly the ratio of recipient casK value to government cost was 83 percent. 18/ 

IMPLEMENTATION 

Inplementation of a cash plus in-kind income definition will require 
work in several areas: (1) a methodology for deriving cash equivalent estimates; 
(2) collection of information on the receipt df, and subsidy from, in-kind 
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on househoW su.«y.^^^ . 
threshold. Ttiese topics will be giscusdc , . » 

Rat-imates of r;.ah Equivalents ^ ^ ting 

The previous sections havejescribed a^^^^^^ 
in-kind subsidies into cash income ^^,-_^t such a framework were 

fel; s^v^S studies thf -riSdfes'llS^^^^ 

also presented. Several Pf these studies iiiu function which, while • . 

S^i^lo. One study (Clarkson) "^^^^f „^ "".i^^sTn^ constant 
Saftible, has P^op^"^ ties unacceptable fo^ "^^i^ 
proportions of income spent on iten«s cons^ ^^^^ ^^^fL'^^f 

utility functions i^^y/^^.^i^^studnsm^^^ 

mations to cash e<3"i^?^tfw'fuic5on eStion, chose to sinulate cash 

. Xt is not within the.scope of fj^f^f in^tt'^tSt^Ji^lSLs^^^^^^ 

estimation. If the adoption of -"^"f^!^? towards inp^ should be 

i^ is contenplated. then the first step towards im^ ^^^^^^ functions. 

a^SSy of the feasibility of estimat^ 'J^aiS for ^Tdegree to which they 
lu^Sns capable of estimation ^f^f ^^^J^^l to the aSlysis, such as 
are characterized by P'^°P«'^tie8 deemed^essentia '^^'^^I^^^L 
absence of restrictions on P"^ ^^e and income^iasc ^ific subsidized 

analysis lakes it clear tT^^^ l^t^r^^^'^^^ 
doods and the subsidy itself w^i^^^y rash equivalent estimates roust allow 
!S a^household size, age, and 10^^^^^^^ to vary across relevant 

for such variation by allowing utility ^unctio^ sensitivity of the cash 
subgroups. Finally, it would desirable to jc«>w f^^tion. Murray lUl 

^iva?^nt estimates to alternative forms^of ^^^^^/benef its for one family 
Sund, for e'^le^^SPli^l'Sonr^o^ a iS^rcentage point difference in 

• Sle CES or C<ibb-Douglas function was utilized. 

An approximation to the utility theory aP^^^ J^ii^leroent, ' 

' which^s Uss desirable from a. theoretical vi^jpoint^ o" Conmittee, in 
' ^^Sat contained in the Sn?ed ng study An OM^ I^^'^^tSned such an afproxi-^^ 
rLiPwina poverty and income statistics in ^V^' , uses." 20/ Such an approach 

lemographic characteristics). If f P?™^i^"lrecipient , the value of the in-kind 
T^p^t are greater ^^^n those of the non r^^^ ^^^^^ recipient (with 

income is reduced by the difference. ^o^.^^J^'of 55000, if the health insur- 

n^other health insurance. polipy) had cash insane f >3uvi j non-Medicare tecip- 
"a^-Talu^S Medicare were 5500 at gov^^^^^^ ^en the in-kind 

ient with^ash income of $5M0 spent >3U^^^ 
income, from Medicare would be valued at *:.u 
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hl?f^-°"^"^ ^ith cash are valQAi°I.^^^ conparable non- recipient) 
proorture thus leads tSSsJStS "2 '° household's inSS 

*9re„ su^stUutS!'"' °' ""-er subsidized goods *lch «^to 
•PPt«MS!on''4"cr,iI^ ^''l^^.SL^f^il inplementation of this 
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associated wite thi& stuSy on the measurement of poverty, are the primary 
sour:c»s of such statistics J In order for iii^^ income to be included 
in such statistics r these isurveys will have to collect information on • < 

' iri^kind income received by individual households. Such information is - 
sometimes difficult to obtain and , in addition^ san^les may not always be 
of sufficient size to allow population estimates within acceptable con- * 
fidehce limits. Even when feasible and statistically accepitable, such 
Information would entail a sconsiderable increase in the length of the 
current Census and CPS interviews ^^and might, in fact, requir^ entirely 
new household -incOTie surveys. 

- Several aspects of the collection of infownation on in-kind income 
received by households. are touched i^wn briefly below. Clearly, collection 
difficulties vary tor jAbe different types Of in-kind inccMne. In some, 
cases there are' no SQrTous problems and such data are currently being . - 
collected on household surveys. Food stamps is a case in point. For 
other types. — public housing or private health insurance ^ data problems 
maiy be severe. , . 

Recipiency ^ ^ 

* ■ ■ * ' ■ ' 

Does a household (or do the various members therein j^eroive in-kind 
income? Two^asptects of the problems associated with identification of 
recipients are important. First, can households dorrectly identify receipt 
of in-kind income? In some cas^^^ — food stamps. Medicare, health insurance 
— households can identify the rroeipt of such benefits. In others, it may 
be more difficult. For exanple. Medicaid goes by different names in different 
states; and, in addition, households eligible for, but not using. Medicaid over , 
a given period may have to be otherwise identified. Or, does a family know, 
whether it is living in' low-rent public housing or^receiyinci subsidized medical 
gare from a public hospital? 

Second, can the. survey's sanple size (i.e., the numbers of households inter- 
viewed) support reasonable population estimates forjiighly localized subsidies, 
as in public housing," or for multiple receipt ojE subsidies, vdiere incidence 
across the entire population may be low? 

Recipient Subsidy . . 

What subsidy at provider cost does the recipient receive? Here particularly 
collection difficulties differ across types of subsidies. For Medicare and 
Medicaid, evaluated as health insurance policies, government but lays 'i:an be - , • 
spread «ecross enrbllees ahd it is thus not necessary to ask recipients about ' 
the amount of subsidy received. For' food stanps it is necessary to ask house- 
holds vihat they pay for their stamps and vrfiat their stamp allotment is, easy 
enough tasks. Public housing presents a more difficult problem, requiring not 
only the rent a household pays for living in a public housing unit, but identi- 
fication of the locality in which the household resides, and perhaps informatljpn 
on some characteristics of . the housing unit -(e.g. , number of rooms); these 
latter data are necessary to permit a market value to be placed on the public 
housing unit. by utilizing outside information from HUD or* other sources. Sifnilar 



difficulties surround private health insurance. Not only is^it necessary 
to know what the household pays in premiums, but the characteristics pf 
the policy must be known as well since these characteristics determine its 
market value. It is unlikely tfifekt the household will know these character- 
istics; thus; outside isources such as employer or insurance coitpany records ^ 
may^ required. For-subsidies to homeownership through the income tax f r > 
system it would be necessary to K^ow not only the deductions taken for <^ v 
roprtg^e interest apd property t^xes^ but the family's marginal tax bracket 
as well. 

Poverty Threshold 

itie official poverty threshold is ba^ upon the cofet of^the. Department 
of Agriculture's (USDJ^) Economy Food Plan and is blown up by the inverse of 
the average food expenditure to income ratio of the U.S. populatipn, as \ 
measured by the 1955 USDA food consumption survey. Income aa^defined and 
measured in the 1955 survey included only cash income. If in-kind benefits 
are fiidded to income, in order to maintain consistency between income and 
•the poverty threshold (as currently defined) , thef threshold should be in- 
creased to the degree the food consultation to cash plus in-kind i income ratio - ^ 
is * reduced. |1/ • . 

The food stanp program by itself does little to/alter mean income across 
the U.S. population. When reported food stamp bdjiuS values were adde<J to 4?74 
incomes, annual mean income of families rose by $45 and of individuals by $15 

increases of only 0. a percent. 2^ Inclusion of health insurance and hous- 
ing subsidies would, of course, have a much more dramatic inpact on mean income. 

* • . • ■ . ■ 

Mention was made in the Introduction and Summary of the inadequacy of cur- 
rent poverty statistics ,in the face of the food stamp program vrtiich provides * 
recipients with the Econany . Food Plan in the form of the food stamp allotment 
at reduced cost. One method of allowing for the receipt of food stanps in the 
measurement of poverty tha,t is hot without appeal is to adjust poverty thresholds 
directly. That is, for every household receiving food stamps, the household's 
poverty threshold would be reduced by the bonus value or transfer from food 
stanps. Several arguments can be raised against such a procedure. First, the 
'adjustment of the poverty threshold over a period af time has not kept pace 
with the rise in food prices. In recent years the*threshold has been adjusted 
by the rise in the CPI which has lagged behind the rise in food prices alone. 
Thus, food gt?ar[p allotments are not currently equal to the food base of the 
poverty threshold. Second, food is the only budget item explicitly accounted 
for in the poverty threshold; were health and housing benefits also to be 
d^alt with, they^are more aEprbpriately handled on the income side of the 
equifition. Finally, :aajusb3Jig the poverty threshold for food -stamps might 
improve poverty measurement, but it would do nothing to inprove relative 
measures of poverty or analyses p| the distribution of income. Such 
analyses are of 4qua[l inportance to the measurement of poverty. Adjust- 
ment of incomes £6r the receipt of in-kind subsidies would provide the 
widest range of informatioi;^ about relative well-being of households, 
permitting analyses of poverty or of the distribution of income. 

42 ■ : . j 
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In surariary, implementation of a cash plus in^icirild income definition involves 
three steps: (1) collection of information in household surveys on ' the receipt 
of the various types of in-kind irfccxne and of the subsidies received (or at least 
of the information necessary to derive the subsidies received); (2) determination 
^of the cash income equivalents of the in-kind income; and (3) possible alteration 
of the poverty threshold. It is the gener^al thrust of the discussion in this 
: section that inplementation is not a sinple matter on any count. 

Data collection problems, v^ile inconsequential for scxne subsidies 3uch as 
food stanps and Medicare, can be serious for others. v Sufficient resources could 
probably overcome many of these problems, enabling long cuid detailed household 
questionnaires and associated checks of administrative records sudi as those 
of health insurance conpanies. Whether such resources would be made available 
is, of Qourse, uncertain. If not, some types of in-kind income could not be , 
vcLLued. Then a decision would have to be made whether to include some types 
and not others e.g.^ includes Medicare and Medicaid, but not private' health 
insurance — r vrfien dpin^^so will distort income comparisons across households. 23/ 
■ , 'V ' ■ - 

After data are collected, the estimation of cash equivalents remains. 
Ihe earlier discussion .stressed the biases that would result if in-kind inccnne 
were to be valued at provider cost. It showed tllfeit the theory exisra for the 
estimation of cash equivalents, although inplementation of the theory is diffi- 
cult and must be explored further in or*"der to determinie the best approach. 
Clearly, though, some approach can ybe developed and fully inpl^mented and, 
while subject to some estimation error, it will give a truer picture of the ^ 
value or income equivalent of in^kind inccxne thap if provider cost were, 
utilized as the standard. Once a technique for estimating cash equivalents 
is developed there is no reason v^y food stamps, at least, could not be 
included in income on a regular basis and utilized in poverty measurement. 

Finally, lest the reader, faced with the. difficulties of inplementing 
the a&ve framework and the need for making estimates, opt f*K^ the current 
situation which may seem less arbitrary, it should be stressed that to ignore * ; 
in-kind income is not to avoid the problem. Rather,, to ignore in-kind ^ncome 
is inplicitly to place a value of zero upon it. And :^e earlier cjiscussions 
have made it clear that in-kind income is, on the contrary, worth substantial 
sums' to many families. ' , 
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IMPACTS OP CEKTAIN IN-KIND PHCX3IW1S ON'tNCOME AND POVERTY 

■ ' . ^ ■ . . . I 

^ Ihe precediT^g Section presented a framework for measuring how ih-kinci income 
affects individual recipients.; The subject of this section is how certain in- 
kind programs affect income totals and distributions ahd numbers of persons in 
poverty* The magnitude of this effect will depend not only on the degree to 
which government outlays can be viewed as /Income to recipients, but alsb on 
the overall size of the in-kind programs (the number of recipients and the aver- 
; age subsidy) and on the distribution of program outlays among families at 
various income levels. In thiS regard, the poverty status of recipient* families 
is of particular fnterest. . 

• " ' . N ; ■ . 

Income impacts, and particularly poverty, inpacts, of in-kind programs are 
K poorly documented and > indeed, are somev*iat unknown. This section, thus, begins 
/by describing briefly the eligibility criteria and benefit schedules of the 
four programs on which this sttKiy focuses: food stamps, Medicare, Medicaid, and 
"pubjic housing, t Any information that is availajble on the income and poverty 
status of reciipients is also put forward. The extent of multiple program 
receipt is then assessed. Finally, the findings of several studies dealing jyith 
the- anti-poverty inpacts of food stanps separately and of the four in-kind pror 
grams jointly will be discussed. * 

PROGRAM DESCRIPTICWS AND INCOME STATOS OF RECIPIENTS ^ 

Food'StaiUps 

The food stamp program permits households which meet income and asset 
eligibility standards — and a work requirement test to purchase food 
coqpona at.a zero or reduced price. The food coupons may then be redeemed 
for ippst food items at participating grocery stores. Uie difference between 
the value of the food coupons and the price paid for them is the 'transfer 
deriving from the programi — the so-called bonus value. 

The program parameters th^t determine program benefits and eligibility are 
the coupon allotments (that is> the value of the food xx)upons) and the purchase 
requirement (that is ^ the price that must.be paid for the food coupons). 
Allotments are based on the cost of the U.S. Department of Agriculture's 
Economy Food Plan and vary with household si?e. Current monthly allotments 
ai?e shown In Table 8 and are ?48 for a one-person household, ?162 for a 
four -per son household, and ?278 for an eight-person household. ^ 

1 Purchase requirements can be.no more than 30 percent of a household's net 
incOTie. The program's benefit reduction (or tax) rate^ is, thus, 30 percent and, 
in conjunction with allotments, determines maximum income Eligibility (except 
for one-person households). This relationship is allotment t .30 = maximum 
income eligibility, or, for a four-person household, ?162 4 .30 = $540. ' A 
four-person household with countable monthly income below ?540 is, thus, cur- 
rehtly el^igibie for the food stamp program. Current income limits for alljs^ze 
households are shown below. ^ . , jjV^ 
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Ifeible 8. Monthly Ooupoiv Allotments and Purchase Requirenents 
(Effective July 1, 1975) 48 §tates and D.C. 



Nunber of Persons in Household: 



7 . 



Monthly Coupon Allotaients: 

$12a $162 $192 $222 $250 $278 

Monthly: Net Incane Monthly Purdiase Requirement; 

$ 0 to 19.99 JH $ 0 TIT ?"ir $.0 $ 0 $ 0 $ 0 

20 to 29.99 11 ' d 0,0 0 '0 0 

30 to 39.99 4 . 4 4 4 , 5 . 5 - 5 5 

40 to 49.99 6 "^7 7 7 8 .8 8 8 

50 to 59.99 .... 8 10 10 10 11 11 . 12 12 

60 to 69.99 10 12 13 13 14 14 15 'l6 

70 to. 79. 99 12 15 16 16 17 17 18 19 

80 to 8^.99 14 18 19 19 20 21 .21 22 

90 to 99.99 16 21 21 22 23 ' 24 25 26 

100 to 109.99 ... 18 23 24 25 26 27^^ 28 29 

110 to 119.99 .... .21 26 ' 27 28 29 31 32 33 

120 to 129.99 ... 24 29 30 31 33 34 35 36 

130 to 139.99 ... 27 32 K 33 . 34 36 .37 38 39 

140 to 149.99 ... 30 35 ^ 36 37 ' 39 40 . 41 42 

150 to 169.99 ... 33 38 40 41' 42 43 ^ 44 45 

170 to 189.99 ... 36 44t 46 47 48 49 50 51 

190 to 209.99 ... 36 50 52 53 54 55 56 57 

210 to 229.99 ... 38 56 58 59 60 61 61 63 

230 to 249.99 ... > 62 64 65* 66 67 68 69 



250 to 269.99 ... - 


68 70 


71 


72 


73 


74 


75 


270 to 289.99 ... 


. • 7a 76 


77 


78 


79 


80 


81 


290 to 309.99 


- 70 82 


83 


84 


85 


. 86 . 


87 


310 to 329.99 ... 


88 


89 


90 


91 


92 


93 


330 td 359.99 ... . 


94* 


95 


96 


97 


98 


99 


360 to 389.99 ... 


100 


104 


105 ' 


106 


107 


108 


390 to 419.99 ... 


109 


113 


114 


115 


116 


117 


420 to 449.99 ... 


110 


122 


123 


124 


125 


126 


450 to 479.99 ... 




131 


132 


133 


134 


135 


480 to 509.99 ... 




l^f 


141 


142 


. 143. 


*144 


510 to 539.99 ... 




138 


• 150 


. 151 


152 


153 


540 to 569.99 ... 




138 


159 


160 


161 


162 


570 to 599.99 ... 






164 


169 


170 


171 


660 to 629.99 ... 






164 


178 


179 


180 


630 to 659.99 ... 






. 164 


187 


188 


189 


660 to 689.99 ... 








190 


197 


198 


690 to 719.99 ... 








190 


206 


207 


720 to 749.99 ... , 








190 


214 


216 


750 to 779.99 ... 










214 


225 


780 to 809.99 ... 










214 


234 


810 to 839.99 ... 










214 


238 


840 to .869.99 












238 


870 to' 899.99 .... 












. ^8 


900' to 929.99 ... 












I i38 


For each additional household menber over eight, add $22 to the 


eight-person allotment. 
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Table 9. ' Maximum Incxxne. Eligibility Limits, 
^ ' July - DeceniD^r 1975 ' . 

Number of Persons Monthly 
In the Household , » Inooroe Limits 

^ "1 ^ ■ ** ' . $215 . 

1 fr * 300' - 

3 V 427 

' 4 . 540 

5 640 * 

. 6 740 

, 7 ' ' 833 # 

> 8 . ' "926 " * 

Each additional person >73 

■ : The annual* incanes implied by the above monthly aroouAts range frbm $2580 
for a one-person household to $6480 for a four-person household to $11,112 for 
an- eight -per son household. Except for the one-person household , these annual 
'incxjine eligibility limits are abovj^ 1974 poverty threshold^. Moreover^ these 
income limits are in terms^ofs countable (or net) income under food stanp income 
definition3. ^Ihese definitions allow for a wide range of deductions from gross , 
income in arriving at countable income. Such deductions include mandatory 
deductions from earnings, ci work expense allowance up to $30 per household per 
month, child pare and educational expenses, shelter costs in excess of 30 percent 
of ^income, medical costs v4ien in excess of $10 per month, and casualty losses. 
Countable income may; for some households, be significantly below gros% income and, 
thus, qriaximum eligible incomes in the food stamp program may be well in exceiss of 
poverty^resholds for these same households. In addition, households in ^ich 
all members receive public assistance are categorically eiigible regardless of 
income. t 

The allotment, less the purchase requirement, determines a household's bonus 
value (or transfer). As noted earlier, allotments rise with household size. 
I^urchase requirements rise with household ..income, in absolute flollar terms and 
as a fraction of jincome as well, since purchase requirements vary from'zero at 
the lowest incomes -to a maximum of '30 percent of incane. Monthly purchase, 
requirements are shown in Table 8 for various income levels. Reflecting these 
relationships bonus values will xise with household- size and as inoc^e falls, 
ceteris paribus . Monthly bonus values can be quite high if incomes are low 
enough, particularly for large size households. Some selected monthly bonus 
values are^own in Table 10. At a monthly* income of $100 (annual income = 
$1200 ) , a one-person household would receive $30 a month or $360 a year in bonus 
coupons. At a monthly income of $350 (annual income = .$4200), a four-person 
household would r^eive $67 a month or $804 a y6ar. in bonus coupons while an ' « 
eight-persbn-houseriold would receive $179 a month or $2148 i year. 




T^le 10, Selected Monthly Bonus Values, July - Deceniher 1975 



Monthly Net Income 

25 

50 
100 
150 
250 
350 
450 
550 
750 



■Houaebold^ize 



■4- 



46 

36 



$47 
40 
30 
15 



$89 
80 
67 
52 
22 



$162 
152 
137 
121 
91 
67 
31 
24 



$222 
211 
195 
^ 179 
149 
125 
89 
62 



8 

$278 
266 
249 
233 
203 
179 
143 
116 
53 



Aiiotiiient- amounts are adjusted semi-annually to reflect' changes in food, 
prices. Since purchase requirements .^re ndt altered simultane^sly (except 
for households in the highest income brackets), these upward adjustments in 
allotments will ^generally raise tonus values by the- full amount of the allot- 
ment 'increase and will also raise income eligibility limits iipi current dollar 
terms, ff money incomes of eligible households also rise, purchase reguir^nents 
will increase, reducing the rise in tonus values ceteris pariJxts . Whether bo;ius 
values (in current dollars) to touseholds rise or fall over time will depend on 
relative changes in fbbd^priqes and money incomes. ^ ^ 

The sharp rise in food prices in recent years has incteased income eligibil- 
ity limits in the food stamp program. ,At the same time,. the numter of counties 
with food stamp programs has risen sharply. All counties in the U.S. now offer 
a food stamp programl Numters of jprogram participants depend not only on the 
numbers of eligible households, but on the participation rate among eligible 
hpusetolds i*iich is now estimated to be around 50 percent, 24/ Peurticipation 
in.the food stamp program in May 1975 totaled 19.5 roilj ion persons. Transfers 
totaled §424 million and average transfers per recipieht $22 for the month. 
Federal outlays on food stamps are projected at around $6 billiob in fijKral 
year 1976. 

* ,* 

The annual income status of food stanp recipients is stown in Table 11. 
While several sources of information on the income status of food stamp touse- 
holds are available, these particular data were ctosen because ttey utilize March 
CPS income data,, the official source of current income and poverty statistics, 
niese data view poverty in terms of annucd income levels. The food stanp pro- 
gram, towever, u^^s monthly income for purposes of eligibility determination. 
Many of the statistics cited in the next few pacfes (such as food stamp recipi- 
ents in poverty) would differ if monthly rather than annual income were 
utilized. ; 

While Table 11 shows the bulk of recipients to have low incomes - median 
family income jjp 36 percent of the median fpt all families — there is a 
noticeable proportion of households with annual iricates above §10^000. Sotc 
of these touseholds rpay have. incomes below food stamp eligibility linrits if ^ 
family sizes are high enough. Several oth^r reaspns viiy, within program rules, 
touseholds with high annual gross money incomes may receive food stanps at 
some time during a year are that (1) incomes gpnay be low for one or a few months, 
allowing program eligibility for that period, but high over the entire year; 
(2) not all persons in a household need to receive food stanps, and income of 
nonrecipient tousehold members is includeid in the data in Table 11 - this 
phenomenon ma/ ^ particula^y important for this data base since housetold 
cprappsiitional changes during the 16 month period between January 1, 1974, and 
tte survey week in April 1975; could h4ve been considerable; and (3) income 
definitions for food stamp purposes ^1 low many deductions from income, as noted 
earlier, while f^PS income is on a gross basis. 

■■■•■/. . • ^ - y ■ 

^ ' A irecent study found that mosjt of the food stamp touseholds with high annual 
incomes couW be accounted for by the .atove three factors. 25/ Data from a 
recent U.S. Oroartment of Agricul^^ure survey (the Chilton survey) showed the ' 
tousetolds certified eligible fot^ food stamps in tte single month of November 




Table 11. Incone Distribution of Pood Stamp Families 
* ^ kid Unrelated Individuals, 1974 



Annual Income 



Percfent of Food Stanp Recipients 



Families 



Unrelated Individuals 



Under $1000 

91000-$ 1499 

$1500-$ 199 9 

$2000-$2499 

$2500-^2999 

$300.Q-$3499 

$3500-$3999 

$4000-$4999 

$5000-$5999 , 

$6000-$6999 

$7000-$7999 

$8000-$8999 

$9000-$9999 

$10,000-$11,999 

$12,000-$l4,999 

§15,000 and over 

Median Income 
Mean Inccme * 



2.5% 

y 

4.7 
■^.5 
8.0 
9.3 
7.8 
14.0 
10.1 

* 4.7 
4.2/- 
' 3.3 
4.6 
4.3 
5.5 

^ . $4565. 
$5896 



0 



J 



7.4% 
10.1 
34.6 
25.2 

7.9 

6.9 

1.6 

2,6 

0.4 
- 0.7 

1.1 

0.3 

0.3 V 

1.0 




Source: Coder [4] , selections f ran Table 1. These data cone f ran a match of 
households reporting the receipt of food stamps on the April 1975 
supplement to the Current Population Survey<)(SfS) with the March 
1975 CPS incone information for the identical housieholds- Incone 
as shown above is thus cash inccme as defined, collected, and edited 
in the CPS. 
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Table 12. Incane Dlstllbution of Foca Stanp Households, Noveni>sr 1973 



Monthly V/et Incoroe 



Percent of Food Stanp Households 




7 



3.6% 
1.8 
6.9 
;8.2 
12.8 
10.7 
9.4 
8.0 
6.6 
6.4 
11.8 
7.1 
3.6 
1,6 
.7. 
.9 



Source: Subconmittee On Fiscal Policy [21], selections from Table 1, p. 9. 
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^ 19?3 had monthly net incomes considerably below those shown in Table 11. For . 
exanple, 53 percent had jncomes below $209 a uiunth and fewer than one percent 
had incdnes of §800 or tiiolf a month. These data are. shown in Table 12. 

It is clear from maxinjum income eligibility levels and from these data 
that many recipients of food^'stamps are not poor under current poverty defini- 
tions which utilize annual income. In fact, in 1974 about 53 percent of food 
stanp families and 75 percent of unrelated individiials tiere below the poverty 
;line. Among families and unrelated individuals purchasing food stamps during 
^ every month of 1974, 67 and' 82 percent, respectively, were poor. 26/ , 

. : MoreoveXf only about 40 percent of poor families and 20 percent of poor 
unrelated individua^A ar^ recipients food stamps. Because of th(? undejif- 
reporting of income and because asset holdings may be higher than program 
rules permit, some poor families may n^ be eligible for food stanps. Among 
poor families purchasing food stanps, kl percent reported purchasing stamps 
in every month of 1974. 26/ The potential impact of the food stanp program 
on, incomes of poor houseHolds is thug^ considerably tenpered by the relatively 
low proportion of poor households participating in the program. 

Public Housing ^ ^ - • 

The Department of Housing- and Urban Development provides housing subsidies 
to low-income families through a variety of programs that reduce rents or 
mortgage payments of such households.. In fiscal year 1975, Federal, outlays 
under the low-rent public housing '^nd Section 235, 236, 'and 101 programs are 
estimated to have totaled $2.4 billion. Low-rent public housing (LRPH), 
with outlays estimated at $1.5 billion in FY 1^75, accounts for the bulk of 
these low- income housing subsidies. In future 5gars..the Section 8 program 
that allows recipients to choose their own rental units for leasing by the 
I lobal housing authority, subject to its approval, will increase in inportance. 
At present, however, LRPH is the single most important housing subsidy to low- 
income Jiouseholds. 

Hie LRPH program^ begun in 1937, i assists low- income families in obtaining 
decent' places to live. Public housing, projects are operated by local housing 
authorities (LHA). Operating costs are partially subsidized by the Federal . 
government. The local charaoter of the program is reflected in locally- 

^determined .eligibility criteria and benefits to recipients. Occupancy of 
jJLiblic housing projects is open, to families (or to "5 ingle elderly, handicapped, 
6r disabled individuals) who meet the income test.* The income limitation 

.is determined by the LHA. based on local housing costs*. At leasts 20 percent, 
of all units in a^'project should be reserved for "very low- income families", 
that is, families whose income does not exceed 50 percent of the median 
income for that area adjusted for smaller or larger than average families. 
In 1972, the median income of families moving into public housing was $1990 
for elderly families and $2816 for all families. 27/ Income limits for 
continued occupancy are somewhat higher — generally around 125 percent of 
initial el igil^ility limits. Income definitions allow for sizable deductions' 
from gross income in determining countable income for eligibility purposes. 
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V Benefits accrue tfT^enants in the form of below in,arket rents. Rents 
paid by tenants are bafeed on family income, size, and other characteristics 
as determined by the IflA. Typically, rents are 20 to 25 percent of income 
and may not exceed 25 percent of a family's adjusted income. In 1972, thp , 
median monthly rent for initial occupancy was $88 for an elderly family and 
$48 for other families. 28/ . . ♦ 

the inpact of public housing on the low- income population in the aggregate 
is limited since publ^Lc housing tenants form a very small proportion of lovr- 
income households. Not all areas are served by public housing. In a sanple 
of 100 counties,' for exanple , - it was found that about 74 percent of the poverty 
population lived in 'counties with public housing. 29/ And in counties where 
public housing is available, units are often restricted to only a few eligible 
households .^n particular, the more urbanized an area, the more public housing 
units appear to be available relative to the poverty population. In metro- 
politan counties with high population densities, there is one public housing 
unit for every five households in poverty **ile non-metropolitan counties with 
low population densities provide only one public housing unit for every 16 
households in poverty. 30/ 

Moreo^^K as with roost Federal transfer programs, recipiency is not 
restricted to households with incomes below the poverty line. As Table 13 . 
shows, tffecipients, while concentrated among Ijouseholds withc'annual incomes 
below $5000, in some cases have incomes rising above $8000. In any event, 
the table also Shows that tenants of LRPH form very small proportions of all 
households in the fespective income classes. Of all families in the U.S. 
with annual incomes below $3000, 95 percent were not served by the public 
housing program at the end of 1972. 31/ 



Table 13. Distritnition of Lo^^-Itent Public Housing (LRPH) 
And Benefits by Income Class, Deceniser 31, 1972 



Gross 


Households Served / 
bv LRPH / 


ZAPH Households 
As A Percentsgef 
of All Householdb 


Ntan Annusi: 
Bsnsf its to 
LRPH Ttnsnts 


$0-999 


25,910 


1.5% 


$ 696 


10^199,9 


263,120 


7-4 


900 


2000-2999 . 


246,520 


5.6 


1044 


3000-3999 


163,660 


4.7 


^ 1008 


4000-4999 


124,290 


3.2 


972 


5000-5999 


73,260 


2.0 . 


646 


6000-6999 


45,760 

s 


1.3 


706 


7000-7999 


27,900 

i 


,7 


504 


6000 or more 


V .^2,420 




624 


TOEAL 


1,055,050 ^ 


1.5 


na 



Source: Departanent ot Houaing and Urban Devolopnent (27], pp. 127-128. 
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Ihose households that do receive benefits from public housing, receive a ^ 
sizable annual transfer, as the preceding tdoie shows/ Valuation in cash 
equivalent terms, howeveft, reduces governmental transfers by at least 30 
percent on average and by as much as 70 percent for the higher income house- 
holds, as was shown in the second section. While precise estimates are not 
available, it seems unlikely, then, that public housing by itself can account 
for more than a minor change in the numbers of households in poverty. This 
does not imply, however, that the few households who do derive benefits from 
the low-rent public housing program are not better of£ relative to other 
households . 

Medicare and Medicaid 

Medicare and Medicaid provide in-kind health benefits partially or fully 
by reimbursing recipients for payments made in securing health services in 
the pr ivate market . Medicaid is an i'ncoitie-^tested program for public assist- 
ance recipients and tor medically needy households in some states v*iile 
Medicare serves the aged population and the disabled eligible for Social 
Security or Railroad Retirement. As was discussed in the second section, both 
programs are most appropriately viewed as packages of health insurance with 
various levels of coverage and premiums. The two programs are reviewed in 
turn. 32/ 

The Medicare Program, established in 1965 under Title XVIII of the Social 
Security Act, is ccHiposed of two health insurance plans to assist the elderly 
and disabled. Together, Hospital Insurance and Supplementary Medical Insurance 
comprise a system that covers hospital and medical costs-^Jirough deductible 
and coinsurance cost sharing with the insured. 
' * * 

The Hospital Insurance program (HI) provides coverage for hospital bills. 
The target population initially was anyone of age 6S or over/ but with the 
addition of a 1973 amendment has been broadened to include disabled and renal 
disease patients* Households must /be eligible for Social Security or Railroad 
Retirement to obtain full benefits. 33/ HI is financed through an' earmarked 
payroll tax. While there are no HI premiums for currently eligible persons, 
such -per sons will hav^paid the payroll tax during their working years. 

' ^Supplementary Medical Insurance (SMI), also enacted in 1965, provides 
coverage for j^iysicians' services and medical supplies for enrollees, subject 
to various deductibles and coinsurance provisions. Eligibility is open to 
all HI enrollees and to U. S, citizens of dlge 65 or over. Enrollees pay pre- 
miums — currently $6.70 per month — equal to half 'the cost of the coverage; 
the remainder^ is financed from general revenues. States may cover these pre- 
mium costs for aged persons receiving puDlic assistance (money payments or x_ 
medical assistance). 

• Table 14 below shows estimated costs and coverage for HI and SMI during 
FY 197^. Together, the programs paid $13 billion in net benefits and covered 
over 23 mill ion ^persons. In 1973, over 96 percent of the aged population was 
enrolled in both options. Under HI, average payments per beneficiary in 
FY 1973 were $1414 and per enrollee were $318, while for SMI the respective 
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Table 14. Medicare Costs and Coverage, FY 1975\(Estiniated) 



Net Bertefit Beneficiaries Coverage 

Cost (In (Avg. Monthly (Avg. Monthly 

Billions) In QOO) In OOP) 

HI $9.1 • 5,600 ^ 23,500 

SMI $3.6 12,200 23,000 



— ~F' '■ ^ 

Source: Subconmittee On Fiscal Policy '[22] , pp. '191, 198, #nd 205, 



figures were, $228 and $117. 34/ Data are not available on the numbers of 
persons and families in poverty or with low-incomes covei^ by Medicare. 

The Medicaid program, enacted in 1965, enables each state to assist 
eligible low-income households in meeting their health needs. The Federal 
government reimburses the states for a porti^on of Medicaid costs, ranging 
from 50 to 83 percent depending on state , per capita income. Eligibility 
and benefits vary widely across states. 

In broad outline, there -are two categories of eligibility for Medicaid. 
The first, categorical coverage, is mandated by the Federal gov6rnm»it for 
all states which provide Medicaid pfogtams. Those eligible under this cover- 
age in general include all public assistance cash recipients and certain otl\er 
specified groups which would b^ eligible for public assistance except for 
technicalities. States have also elected to include certain other categorically 
needy. groups. The second form of coverage is to the "medically needy." These 
ace persons who meet the basic (non-income) eligibility conditions f<5x coverage 
St the categorically needy^ bub with income in excess of limits yet insufficient 
to pay for medical care. Twenty-five states and the District of Columbia extend 
Medicaid, to the medically needy. , 

Income limits for the categorically needy are generally identical to those 
in'^the respective public assistance programs. For the medically needy. Federal 
financial participation covers only persons with countable incomes equal to 
or below 133 1/3 percent of the state's AFDCf basic benefit or guarantee tor 
a similar size faipily. State income limits may^ below this amount. In 
July 1973, median annual income limits in the states offering coverage for the 
medically needy were $2052 -for one person and $3636 for a four-person family; , 
however, income limits varied across those states from $1400 to $3000 for one 
person and from $2800 td $5000 for a four-person family. 35/ Countable incomes 
below these levels qualify families for full reimbursemenF^of health care costs 
specified in the state plan. Families with higher incomes, howeyer, may qualify 
for some medical assistance if medical outlays reduce income below state limits; 
for such families. Medicaid would cover some portion of medical outlays. 
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Benefits are derived from the furll or partial payment pf specified medical 
costs to health care providers. The scc^ or seryicies provided under Medicaid 
differs across states, states may impose deductibles in roost cases, but there 
is eflpparently no current information on state practices in this regard. In 
*f iscal year 1975, Medicaid is estimated to have cost $12.2 billion and covered 
24.7 million persons* 36/ As with Medicare, no data are available on recipioits 
by income or poverty status. Clearly, however, most Medicaid recipients will 
have low incomes and many will have incomes below the poverty threshold. 

RECEIPT OF MULTIPLE IN-KIND BENEFITS 

Households that receive one in-kind transfer have. varying probabilities* of 
receiving other in-kind transfers. The more typies of in-kind income a household 
receives, of course, the greater is the likeWhood that the inclusion^ of in-kind 
benefits in income will raise that household out of poverty. Hie extent of over- 
laying benefits is, thus, crucial to the issue at hand. Data on the receipt^ 
of multiple types of in-kind income are, at best, sketchy. No reliable national 
statistics exist on the extent of such overlaps among the population as a whole. 
Pieces of evidence are offered in this section on overlaps in governmental in-kind 
transfer benefits, for recipients of particular'' ^ograms or for particular areas. 
The four programs discussed earlier are of printary concern. 

Categorical coverage offers direct evidence of the potential overlaps among 
certain programs. Recipients of cash public assistance (AFDC, SSI) are generally 
categorically eligible, that is eligible without respect to income, for food 
stamps and for Medicaid. 37/ Not all public assistance recipients participate 
in the food stamp program; in January 1973, 60 percent of AFDC families were 
receiving food stamps at a time when about 80 percent lived in counties with 
a food stamp program. 38/ At that time, 70 percent of the AFDC families on 
food stanps received a monthly bonus value from food stamps of from $30-99, as 
shown in the table below. 



Table 15. Monthly Bonus Values of AFDC Families Receiving Food Stanps ijri 

January 1973 

Monthly Bonus Value Percent of Families 

$29 or less ^ 20% 

$30-$59 . 43 

$60-$99 ' 25 

$100 or more 9 



Source: DHEW, SRS, NCSS [23], p. 95. 
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In addition tojreceipt of programs for v*iich they are tifategorically ^Jigible 
public assistance families may receive other in-kind subsidies. Since in'^ihd 
income is usuedly not counted as income for purposes of incon)e tests under Qost., 
programs, the potential tot program overlap may be considerable. In January 
,1973, 13.6 percent of AFDC families were in public housing ana' another 5^ per- 
cent occupied their dwelling units rent-free. 39/ Ttiese percentages varied 
sharj^ly across states: , from 5 percent in public housing in Wistconsin to 23 
percent in Tennessee and from 1 percent rent-free in Wisconsin to 35 percent 
in Mississippi. Southern states often had the higher percentages of AFDC 
families living in public housing or rent-free units. 

Since AFDC families Include children, the school lunch^ program can^ of 
some inportance to them. It has been estimated that some 59 percent of AFDC 
families have one or more children receiving free or reduoed-price school 
lunches. 40/ Besides health, food, and housing benefits, AFDC families are 
also entitled t6 a range "^f social services. One of the more important of 
these to the family's current income situation is vendor paVments' for child 
^care. In January 1973, some 19 percent of AFDC families received child care 
^sistance. 41 / 

Data have recently become available pn the receipt of other program 
benefits by food stamp recipients, as reported in the USDA survey of food 
stanp households (the Chilton survey). In November 1973, among food stamp 
hc^seholds, 38 percent received school lunches, 12 percenlS lived in public 
housing, about 36 percent received at least the Ho^ital Insurance portion 
of Medicare, and 60 percent received AFDC and thus Medicaid. 42/ 

As for Medicaid, in November 1973 some 72 percent of beneficiaries 
also received public assistance. For fiscal year 1973, the avetage Medicaid 
payment per AFDC family was $770. 43/ While accounting for some three-quarters 
of benefici£g:ies, only 52 percent of Medicaid outlays went to public assistance 41 
recipients. 44/ Peg-person Medicaid outlays are likely to^be higher for non- 
public asfliistairCe households since such households Q |teh qualify for medical 
, assistance f^cBcisely because of high medical expeiflmires. For example, among 
aged recipi|^ts of Medicaid in 1973, the average monthly vendor payment was; $71 
for cash public assistance recipients but $278 for non-recipients. 45/ Some 
states also pay private health insurance br SMI premiums for persons eligible 
for Medicaid. 

A recent study of the -Subcommittee On Fisce^l Policy {19] provide -the 
first, and only, available information on multiple programs. These data for 
1972 cannot be generalized to irepreSent multiple program receipt for the 
entire U.S. population nor even for all low-*inccxne areas. Nevertheless, for 
the five cities ax)6 one rural area for which data were collected, the findings 
are unique and interesting. 46/ ^ 

ihe proportions of sanple households with various in-kind transfers are 
shown in Table 16. Pood stamps or conmodities, school lunches, and Medicaid 
were separately received by up to 27 percent of sanple households in some 
areas. "Die variance across areas in the proportions receiving these pro- 
grams is striking. The several rural counties in the sanple often had fewer 
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^ Table 16. Percent of Households with Various Benefits 







South 










. , Type. of 


Eastern 


Atlantic . 


Southern 


Midwestern 


Western \ 


Rural 


Benefit 


City : 


City 


( City ii 


.City 


City 


Counties 


« ' *" 
Food stamps or 
commodities ,y 


20 " 


24 


11 


12 


16 


. . €" • 

15 


School lunches 


14 


27 


27 


^ 10 


5 


5 


Housing 


14 


23 


22 


4 


4 «^ 


- 1 


Medicaid 


22 


24 


27 


20 


18 


11, 


Medicare 


3 


13 


9 


13 


9 


12 



Source: SubcOTinittee On Fiscal Policy [19] ^ selections from Table 6/ p. 29. 



proportions participating. Variations across areas partly reflected differ- 
ences in tl1p?|>ropSPrtion3 of households receiving public Assistance: 13 
percent in the rural counties^ 16-19 percent in the midwestern and western 
cities, and 31 percent m the eastern arid southern citi)ag. 47/ 

Progra«> overlaps for sainple households at ^each sl^ are 'shown in Table 17. 
It should be noted that the numbers of in-kind programs considered in the study 
are greater than the four to which this paper has confined itself; "^the exact 
programs considered are listed in the footnotes to Table 17. Highlights of 
the table are that: 

^ • ^ 

— Among households receiving public assistance, 58 to 79 percent 
received food benefits, 70 to 95 percent received health benefits, 
and zero to 45 percent received housing benefits. 

— Among households receiving food benefits, 52 to 77 percent 
received health benefits and zero to 40 percent received hous- 
ing benefits. / ^ 

— .Among households receivin^|health benefits, 37 to 67 percent 
received food benefits andfizero to 33 percent rec^ved housing 
benefits. 

— Among households receiving housing benefits, zero to 73 percent 
received food benefits and szero to 82 percent received health ' 
care benefits. _ « V*^. 
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Table 17. Overlaps Among Pairs of Prograras By Area 



Nrctnt ol foul BfwClctary Houtholds Aiao RsctlvinQT 



Public 
A— Utanct 



Pood 
Program 1/ 



Btalth Car« 
ProqrMM 2/ 



Buttrn City 
Public AMistancc 

BMlth Car* 
Bousing, 

South AUantic City 
public AMiatanca 

Haalth Cara 

Bousing 

SoutharnClty 
Public Asaistanca 

Baalth Cara 
''Bouaing . , 

Midh#aatam City S; 
Pui^ic Assistanca 

Baalth Cara 
Bousing 

Waatam City 
Public Aaaiatanca 
Pood 

Ba#ith Care 
Bbuaing 

Rural Countiaa 
Public Aaaiatanca 
Pood 

Baalth Cara 
Bouaing 



100% 
71 
85 
59 



100 
56 
49 
42 



^100 
69 
53 
63 



100 
57 
43 
55 



100 
67 
55 
82 



100 
47 
49 

0 



63% 

100 
67 
49 



79 
100 
58 
56 



58 
100 
39 
48 



1 66 
100 
37 
64 



59 
100 
46 

73 



65 
100 
37 
0 



70% 
63 
100 
59 



85 
.72 
100 
.64 



89 

77 
100 
71 



84 

63 
100 
64 



76 
73 
100 
82 



95 
52 
100 
0 



27% 

2i 

33 ' 
100 



37 
36 
32 
100 



45 
40 

30 
100 



14 
14 

8 

100 



15 
15 
U 
100 



0 
0 
0 

100 



Sourcar Si^xxonittaa On Fiacal Policy [19], aalactiona and darivations 
from Xiblaa 34*39t pp. 77-82. 

L/Indudaa food utmpB, food diatribution, and child nutrition. 

^nclu^ Mtdicara, Madicaidr public haalth aarvieaa, vatarana madieal cara, 

and ceb haalth and nutrition aaryicas. 
3/Zne]Maa public housing, rant aupplmnta, and intaraat aubaidiaa for 

hcnaoimara (Sac. 235), and rantal houaing (Sac. 236). 
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Overlaps differ greatly across these six areas; Clearly, however, multiple 
benefits are sizable for some households anu, in these specific gepgra^^ic 
v^areas, can be categorized as affecting a majority of. the households receiving 

in-kind transfers. 

■ . ■ '• - 

IMPfCIS ON THE DISTRIBUTION OF INCOME AND POVERTY 

How and by how much in-kind, ttcuisfers alter the distribution of income 
and poverty counts may be slnple questions,, but they do not lend themselves 
tpjqiiiqk and simplel^swers.' Total transfers and total numbers of tramsfer 
recipi^ts are, of course, important determinants. But the pre-transfer in- 
come? of recipients and the variation in individual transfer amounts across 
recipients are also crucial. The preceding two sections, showed the numbers 
of recipients and transfer amounts to vary sharply across households for 
both single programs and bundles of programs. 

Several recent studies have addrejssed the measurement of these income 
and poverty impacts. The first two assess the income and anti-poverty 
inpacts of the food stamp program. While they do not reduce bonusiLvalues 
to their cash income equivalents, they are notable in that they utilize actual 
reported data on bonus values received by households in conjunction with re- . 
ported cash incomes. Two other studies analyze four transfers emphasized 
throughout this paper: food stanps. Medicare, Medicaid, and public housing, 
mese studies do measure transfers in cash equivalent terms, but must rely on 
estimates and simulations of program recipients and of amounts received. Re- 
sults of these four studies are discussed below. 

Ibe impact of food stanps on incomes and poverty status in 1974 is the 
subject of the Coder [4] study. This study utilizes data on households 
interviewed in both March 1975 and April 1975 for the turrent Population 
Survey (CPS) of the Bureau of the Census. 48/ nie March CPS contains house- 
hold cash income information while the April CPS fobd stamp supplenent ~ 
funded by the Department of Health, Education, and Welfare — contains informa- 
tion on the receipt of fbod stamps during 1974 and on bonus values. Ihus 
food stanp bonuses could be directly added into recipient indomes. 

These data show total transfers (bonus/ values) from food stamps in 1974 
of $2.6 billion. 49/ Bonus values per person among participants (numbering 
17,078,000) averaged $151 per year. Bonuse^ per feuhily averaged $605 ($917 
among families receiving food stamps in all 12 months). 50/ Income changes 
from the addition of bonus values, as shown in the Coder paper,, are repro- 
duced ih Table 18. Families and unrelated individuals were clearly pushed 
higher up the income scale from the receipt of food stamp transfers. 

Median income of all families in the population was increased by $8 annually 
and mean income by $45. Among food stamp families average income rose by $605 
or 10% and median income by 14 percent. 
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Table 18. All Families and Unrelated Individuals, and Families and Unrelated Individuals 
Participating in the Pood Stanp Program, in 1974,, By Total Money Incore and Inoqne ' 
After Addition of Annual Food Staiip Bonus Valii , 



Families 



Unrelated Individuals 1/ 



Total Honey Incone Income After Bonus Tot 
Purchased 




Incoiiie^ Incore After Bonus 

Purchased • A^urchased Purchased 
Food . I Food . , Food 
' stands Stainps Stanps 

Total in 1974 Total in 1974 Total in 1974 



Income 



.Food 
Stamps 
Total in 1974 



Muiiber...Hx)U3ands.... 55,712 3,923 55,712 3,923 13,939 954 13,939 



Percent 100.0 

Under $1,000..... 1.3 

$1,000 to $1,499 0.6 

51,500 to $1,999 0.7 

$2,000 to $2,499...... 1.2 

$2,500 to $2,999 1.5 

$3,000 to $3,499 1.8 

$3,500 to $3,999 1.8 

$4,000 to $4,999 4.1 

$5,000 to $5,999 4.4 

$6,000 to $6,999 4.4 

$7,000 to $7,999 4.5 

$B,000 to $8,999. 4.6 

$9,000 to $9,999 4.7 

$10,000 tnil,999.... 10.2 

$12,000 * $14,999.... 14.1 

$15,000 to $24,999.... 28.3 

$25,000 or more m''I1.5 

Hedian incone... $12,836 

Mean incone..:... $14,502 



100.0 
2.5 
3.3 
4.7 
6.5 
8.0 
9.3 
7.8 
14.0 
10.1 
7.3 
4.7 
4.2 
3.3 
4.6 
4.3 
4.7 



100.0 



$4,565 i $12,84' 
$5,896 $14,54 



100.0 
1.3 
1.2 
2.3 

, 4.1 
5.8 
7.7 
9.0 
15.9 
13.3 
8.6 
6.2 
5.1 
J.7 
\} 
4.7 
5.0 



$5,203 
$6,501 



$4,430 
$e,169 



$1,970 
$2,252 



100.0 
3.8 
3.6 

• 7.0 
10.6 
9.2' 
7.6 
4.5 
8.3 
6.9 
6.2 
5.4 
4.7 
3.8 
6.6 
5.7 
5.0 
l.I 
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100.0 
.4.1 
8.9 
20.1 
36.9 
12.0 
8.3 
3.0 
2.3 
1.0 
0.5 
1.3 
0.3 
0.3 
0.7 
0.3 



$4,433 $2,229 
$6,184 $2,469 



- Represents zero. •; . 

l/tlunbecs represent prinary unrelated individuals living alone (ooeTiierson households). Other households headed ' 
" by primary individuals uere' excluded since no data were availabOiVfio detenirte vihich persons in, the household ' 

purchased food stamps.' . ' I 

SOURCE: Coder (41, Table 1. . 




/ 

The /Coder study's estimates of the impact of food stamps on poverty are 
sh6wn in Table 19. Among pre-fodd stamp poot tamilies and unrelated indi- 
vidu^s purchasing food stamps some time during 1974, some 1.5 million persons, 
or If percent, were -removed from poverty. The poverty reduction rate was 
somewha£ higher ~ 21 percent — among such persons who purchased food stamps 
in all 12 months of 1974. The reduction in poverty across the entire poverty 
population, totaling 24.3 million persons in 1974, was only 6.4 percent. If 
persons who did not report receiving food stamps vrtien, in fact, they did (the 
under reporters mentioned earlier) were removed from poverty at the same rate 
ijltes persons who did report food stamps, then the poverty reduction rate across 
""^^ the entire population would have been about 8 percent. 

^Coe et al. [5], utilizing the Michigan Longitudinal Survey, estimated that 
or 1971 15.7 percent of the sohool-aged children who were poor moved above the 
poverty line as a result of food stamp bonuses. 51/ This estimate is higher 
than Coder's, in part because children rather than all persons are the subjects, 
because cash incomes were adjusted upward for the value of free housing and 
imputed rents for homeowners (less Federal, income taxes) prior to the addition 
of food stamp bonuses, and because annual bonus values were overstated as a 
result of imputation procedures. 

, Were bonus values reduced to their cash income equivalents, the impact of 
food stamps on poverty would be lessened even further. How much further is not 
clear. 52/ While estimates of the cash equivalent incOTie from food stanps were 
shown in the second section to average around 85 percent of bonus values, they 
varied sharply by income leyjel. Cash equivalents were higher for households 
with higher incomes — whose bonus values are smaller, but who are closer to 
the poverty threslfold — and lower for households with lower indomes vrtiose 
bonus values are larger, but whose cash incomes are further from the poverty 
threshold. 

^ ■ \ * 

Smolensky et al. [17] estuaated average cash equivalent income derived from 
food stamps, public housing. Medicare, and Medicaid in 1!970 by. incdme class. 
Their calculations are shown in Table 20. Medicare and Medicaid had the 
largest inpacts on average incomes. The four transfers together inpacted 
primarily on lower-^income households, adding from $120 to $352 annually to 
average incomes^ of' the various income classes with incomes below $6000. These 
amounts represented . a 46 percent increase in cash income oTthe lowest incOTie 
class and around 16 percent for those with incomes of $1000-2999. 'Ae figures 
are averages for entire income classes and obscure wide differences/among house- 
holds; Imany will have much larger benefits and' some will have none/ The table 
also s\^^ the four transfers valued at government cost. Average \ransfers_.yalued 
in thi^anner were fnuch higher, particularly for the lowest incomfe holiseholds. 
Valued at government cost, the percentage, increase in income for ^e lowest in- 
cOTie class*was overstated by some 40 percent. 

* \ ■ ' 

In* his comprehensive study of income and poverty, Smeeding [16] analyzed the 
incOTie and anti-poverty -impacts of food starrps. Medicare, Medicaid, arid public 
housing.^53/ Ihese in-kind transfers were^alued in terms of approximations to 
cash equivalents. Estimated impacts on inrome and pfeyvferty were sizable.. House- 
holds vM||e moved higher up the income scale, as Can be seen in Table 21. Some 



12.4 p4||eent of households had personal incomes below $3000 before in-kind T 
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Table 19. Families and Persons With Income Below the Low Income Level in 1974 
* Before and After Addition of Annual Pood Stamp Bonus Values 



i 

TOTAL [ 

Total persons i, 

In families 

Unrelated Individuals 1/ 

Tbtal families 

PURCH ASED FOOD 
• SHAmK m 1974 

Total persons... — . 

In families 

Unrelated Individuals 1/^ 

Total families 

. pui^z^ed food 
stam ps 12 months 
6f 1974 

Total persons 

In families 

Unrelated Individuals 1/ 

Total families 



With Income IBelow the 
Low Income Level . Before 
Addition o f Bonus 
Number 



( thousands ) 



Percentage 



With Income Below the 
Low Income Level After 

Addition of gonus 

Number ' i>ercentage 
(thousands) 



24, 260 
19,440 
4,820 

5,109 



9,427 
8,715 
712 ' 

-2,064 



5,863 
5,412 
451 

1,255 



11.6 
10.2 
25.5 

9.2 



1 



55.2 
54.0 
74.6 



52.6 



70.6 
69.8 
82.2 

67.1 



22,714 
17,973 
4,741 

4,748 



7,881 
7,248 
633 

1,703 



4,643 
4,260 
• 383 

. 974 



10.9 
9.4 
25.1 

8.5 



.46.1 
45.0 
^6.3 

43.4 



55.9 
54.9 
69.7 

52.1 / 



SOURCE: Coder [4J , Table 3 

lAJnder the "Total " heading 
~ Under the "Purchased Food 
living alone. 



includes all unrelated individuals. 

Stamps" heading refers to primary individuals 
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Table 20. In-Kind Transfers and Inccne, 1971)! Smolensky Study 

1~ ^ ' ! Four in^Kind as a Percentage 

Avia(je Ca sh Ekiuivalent Incone Froni! Transfers of Cash Incaie 

at Average , 

Incaiie * Food Public Goverment Cash m r^wrmanf' 
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Class 


Stanps Housinq 


Medicare 


Medicaid 


Total 


Cost 


J 

Income 


Equiv. 


Cost 


$0-$999 


5 9 


5 2 


5 62 


547' 


5120 


5222 


5 260 


46i 


85«' 


$H199SI • 

** 

•i 


30 


: 10 


123 


m 


273 


" 433 


1508 


18 


29 


$2-52999 


50 


11 


138 


, 153 


352 


> 

453 


2461 


14 , 


16 


§3-$3999 


53 


11 


117 


,114 . 


295 


,357 


3468 


9 


10 


$4-$4999 


45 

\ 


10 


104 


133 


292 


343 


, 4471 


, 7 ' 


8 


$5-55999 


Til 

34 


1 


81 


135 


257 


275 


5445 


5 


5 


56-56999 


24 

f 


4 


«6 


59 


156 


156 


6452 


2 • 


i 


57-57999 


17 


2 


55 


. 33 


107 


107^ 


7458 


. 1 


1 


58-^9999 






46 


26 


68 


88 


C: 

8920 


1 


1 


510-$14,999 


3 




35 


24 


62 


62 


12,120 


1 


1 


515-524,999 


mm 




37' 


11 


48 ' 


48 


18,410 






525,000+ 






50 




50 


50" 


35,755' 







Source: Smolensky [17), selections and derivations from Table 3, p. 21, and Table 5, p. 35. 
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Table 21. Personal 
, Pour In-] 



Incxane Distribution By Incxnie Cl£iss, Pre 
•Kind Transfers^ 1972: Shieeding Stu^ 



and Post 



Percentage of Houaehoiflg 



Upper Bound of 
Incone Brackets 


Pre in-*Klna 
Transfers 


Post InHdnd 
Transfers 


$1,000 


2.01 


1.3% 


2,000 


6.5 


4.1 ' 


3,000 


12.4 


10.1 


4,000 


18.0 


16.3 


5,000 


24.4 


22.9 


6,000 


30.8 


29.6 


7,500 


40.8 


39.8 


10,000 


56.5 


55.9 


12,500 


70.2 


69.8 


15,000 


80.6 


80.4 


30,000 


91.7 


91.6 



Source: Smeeding (16], Table 9-2, p. 315. 



tranfers, but only 10.1 percent had such incomes after receipt of these transfers. 
The Gini coefficient was reduced from .3614 to .3522. 54/ 

Smeeding 'Estimates of the anti-poverty inpacts of the four transfers are 
sunmarized in 'rable 22. The number of poor households was reduced by 2.8 million, 
or 28 percent, in 1972. The poverty gap declined by $3.5' billion, or 29 percent, 
and the mean poverty gap by $35. These data, as well as those of SmQlensky, Coe, 
and Coder, point to a significant reduction in poverty if in-kind transfers, 
valued at their cash equivalents, are included in household income. 

Table 22. Changes in Poverty Counts and Ge^ As A Result of Pour 
In-Kind Transfers, 1972: Smeeding Study 





Absolute Change 


Percentage Change 


Number of Poor 






Households 


- 2.8 million 


- 28 percent 


Poverty Gap 


- $3.5 billion 


- 29 percent 


Mean Poverty Gap 


- $35 


- 3 percent 



Source: Sneedlng [16], Table 8-7, p. 291, and Table 8-6, p. 292. 
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IMPACTS OP CERTAIN IN-KIND PRCKRAMS AOOSS STATES 

How in-kind income ^ and particularly in-kind transfers, affect states may be 
of interest to policymakers for several reasons. Policymakers may weuit to evaluate 
whether in-kind programs satisfy equity criteria in the light of differential 
3tate-by^state impacts. In addition, af\y change in income definitions — such as 
the addition of in-kind income — will affept state shares unc^^r grant-in-aid 
formulae that allocate Federal funds based ih part on state incomes. This 
lattl^r concern, applied to the Title I programs, in fact led to the study of 
the Measurement of Poverty of which this paper is a part. 

That in-kind transfers do affect states differentially is clear. The primary 
j'Mreasons for differential impacts are also clear. They include: (a) difference^ 
y in in-kind transfer programs across states in terms of eligibility criteria and 
benefits (AFOC, Medicaid, and public housing are prime examples); (b) differences 
in participation among eligible households across states; and (c) different 
economic and demographic makeup of stat& population^, such as numbers of low- 
income anchor aged persons and pre-transfer income levels. « ^ 

Precisely how low-income or poverty households are differentially affected 
across states by the xeceipt of in-kind transfers is, unfortunately, not known. 
It is not even directly measurable at present. Such a measurement would require 
information on inccMne and transfers received, singly and in combination^ for 
households on a state by state basis. Ttiese data do not^}^|L. ' Completion of 
^>he state by state Survey of Income and Education (the Jp^^fcd 822a Survey) 
will permit the investigation of the impacts of in-kind inMVacross states. . 
Ttiese investigations will not be available for several year^'flnder the best of . 
circumstances. 

Since state by state impacts arising fjom in-kind transfers cannot be 
measured directly at present, this sectiqm proMdes two types of analyses that 
cast some light on the potential for differential, impacts across states. First, 
whatever data are available at the state level for the four in-kind transfers^ 
highlighted in this paper are presented. It is shown that numbers of recipients 
and outlays vary sharply across states, in absolute terms and as a percentage 
. of state populations^ Limited evidence for one of these transfers — namely, 
food stamps — shows that low-income populations are differentially affected^ 
across states^. Estimated prbportions of persons in poverty pre-transfer 
that: are removed from poverty after the receipt of food stamp bonuses vary 
widely across states. Moreover, one could imagine that were multiple transfers 
measurable at the household level, differential state impacts would be even 
greater for* bundles of programs than they appear to be for any single program. 

Second, the share of program transfers going to each state for each in-kind 
program was explained by a number of independent variables. It was presumed that 
the closer the relationship between the share of transfers and the state's share 
of the U.S. poverty population, the less would be the differential impact across 
states of adding in-kind transferis into income. The closeness of this relationr 
ship varied considerably across programs. ' ' I 
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IN-KIND TRANSFERS BY STATE 



Food Starnps , - 

Food stamps is a national program in which eligibility criteria and benefit 
schedules are constant across virtually all 9tates. Precisely because eligibility 
and benefit Structures are cons|iant, differing incomes across states will lead 
to differing numbers of eligible households and to differing average and total . 
bonus values. States with lower household incomes will receive more transfers ^ 
frcffli the food stamp program, ceteris par ibus , because more households will be 
eligible and because bonus values to recipient households will be higher. 

This expected differential impact acros3 istates may be moderated or heightened 
by two other factors. First is the categorical eligibility of public assistance 
recipients (or ineligibility of SSI recipients in the five cash-out states). 
Second is the variance in participation rates among eligible households across 
states. Estimated participation rates in 1974 across states were found to vary 
sharply from 12 percent in North Dakota to 78 percent in the District of 
Colutfcia. 55/ The states with the five lowest estimated participation rates, 
after NortF"Dakota, were Kansas, South Dakota, Wyoming, Nebraska, and Idaho. 
Those with the five highest participation rates, after Washington, D. C, were 
California,. Illinois, Rhode Island, New Jersey, and Michigan. 

Participation and bonus values in May 1975 are shown for each state in 
Table 23. For the U.S. as a whole (excluding territories and possessions), 
18 million persons participated ifi the program and .bonus values totaled $385 
millipn, providing an average $22 bonus or transfer to each recipient. 
Bie table's highlights are that; ' , 

— Participation (coliinn 3) varied sharply across states, from * 
1,561,000 persons in California to 11,000 in Wyoming. The size 

of the state population was obviously the primary determinant 
of these differences. 

— Total transfers, or bonus values (calumn 5), showed ^ simila^, 
t though not identical, state by state pattern. California and 

Wyoming again accounted for the highest and lowest transfers. 

— Some states, however, do change rankings when bonus values 

are viewed rather than participation. Perhaps the most dramatic 
single exanple is Ney York which accounted for 8 percent of 
U.S. participants (column 4), but only 5 percent of U.S. bonus 
values (column 6). Generally, states with higher incomes will 
receive a share of bonus values smaller than their share of 
' participants and lower income states a higher share. Among ' 
groups of states, those in the Northeast and in the Southeast 
showed the greatest shifts: Northeastern States had 28 percent 
of participants and 23 percent of bonuses while Southeastern 
States had 23 percent of participants but 26 percent of bonuses. 




Table 23. Pcod Staitps: Participation eund Bonus^ Values by State 

May L975 
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— m — 


(3) 


M) 


ID 




77J " 














Bonua Valua 1 




PATticlMtion (P«raon« 


In 000) 


Proportion 




Proportion 


Bonua Valua 


lli9lon kiy iMblic 


Non-Publ ic 


1/ 


ot 


Bonua Valua 


ot 


l^r RiCip. 


SUt« AMUUnc* 


Aaaiatipca 


" Total 


U.S. Total 


($ tn mlllona) 


U.S. Total 


(9) 


Connecticut 


96 


74 


170 


.01 


3.1 


.01 . 


911 




17 


14 


30 


.00 


.6 


.00 


20 


WMt)., O.C. 


8> 


43 


132> 


.01 


2.8 


.01 


22 




40 


117 


156 


.01 


3.4 


.01 


22 


iltrylind ' 


184 


92 


275 


.02 


6.7 


.02 


24 


NMMChUMtUi 


298 


274 


572 


.03 


10.3 


.03^^ 


18 




21 


48 


69 


.00 


1,5 . 


.00 


22 


N«w Jtmy 


327 


222 


549 


.03 


12.0 


.03 


22 


Niv York 1 


,154 


262 


1,416 


.08 


' 18.6 


.05 


13 




559 


354 


913 


.05 


16.2 


.04 


18 


Rhodt Ulma 


56 


, 40 


96 


.01 


1.6 


.00 


17 




21 


28 


. 49 


.00 


.9 


.00 


18 




101 


197 


296 


.02 


6.2 


.02 


21 


MMt VlrgliiU 112 


138 


250 


.01 . 


4.5 


.01 






,075 


1 903 


4,979 


.28 


1 88.4 


.23 


920 




96 


304 


400 


.02 


9^-3 


.02 


23 


riorid« 


168 


599 


768 


.04 


^0.9 


.05 


27 


Georgia 


196 


382 


578 


,03 


13.0 


.03 


22 


Kantuctcy 


100 


448 


548 


.03 


13*2 


.03 


24 


NlMiMippi 


89 


307 


396 


.02 


9.4 


.02 


24 


North Carolina 89 


505 


594 


.03 


13.3. 


.03 


22 


South Carolina 47 


365 


432 


.02 


10.7' 


.03 


25 


Tanfiaaaaa 


.102 


, 335 


■ 437 


.02 


10.7' 


.03 


25 




907 


3,245 


4,152 


.23 


100.5 


.26 


924 


Uluiois 


806 


208 


1,014 


.06 


22.5 


.06 


22 


Indiana 


106 


154 


259 


.01 




'.01 


22 


Iowa 


60 


60 


119 


.01 


2.3 


.01 


20 


Kanaaa 


38 


26 


64 


.00 


1.1 


.00 


18 


Michigan 


500 


^05 


706 


'.04 


U.5 


.03 


16 


Ninnaaota 


87 


102 


189 


.01 


* 3.7 


.01 


- IS 


Nisaouri 


159 


158 


316 


.02 


7.4 


.C2 


23 


Nabraaka 


22 


35 


57 


.00 


1.3 


.00 


22 


Ohio 


523 


426 


949 


.05 ^ 


23.2 


.06 


24 


Wiaconain 


91 


75 


166 


.01 


2.8 


.01 


17 


MIIXCST 2, 


391 


. 1,448 


3^839 


.21 


81.6 


.21 


921 


Maaka 


4 


12 


16 


Yo 


.6 


.00 


37 


Arizona 


38 


137 


175 


.01 


4.1 


.01 


23 


California 1, 


054 


507 


1,561 


.09 


32.6 


.08 


21 


Ha%#aii 


53 


30 


83 


.00 


2.2 


.01 


27 


Idaho 


16 


30 ■ 


46 


.00 


1.1 


.00 


24 


Mavada 


8 


27 • 


36 


.00 


1.0 


.00 


27 


0ra9on 


91 


124 


215 


.01 


5.1 


.01 


24 


Waahlngton 


126 


131 


257 


.01 


6.0 


.02 


23 



VCSTEItl 1 


,391 


999 


2,390 


.13 


52.7 


.14 


922 


At kanaaa 


61 


214 


275 


.02 


6.5 


.02 


24 


Colorado 


77 


91 


166 


.01 


4.2 


^1 


25 


Lou la una 


170 


340 


510 


.03 


12.2 


.03 


24 


Montana 


14 


26 


40 


.00 


1.0 


.00 . 


.24 


Naw Mexico 


44 


107 


152 


.01 


3.7 


.01 


25 


htorth Dakota 


5 


14 


.19 


.00 


.4 


.00 


20 


OlahOM 


58 


128 


186 


.01 


3.4 


.01 


18 


South Dakota 


12 


20 


32 


.00 


.6 


.00 


20- 


Texaa 


272 


919 


1^190 


.07 


28.2 


.07 


24 




33 


18 


51 


.00 


1.0 


.00 


20 




4 


7 


11 , 


.00 


.3 


.00 


22 


MEffT-COnRAL 


750 


1,684 


. 2,634 


.15 


61.31'' 


.16 


923 


U.S. TOTAL 8,514 


9,479 


17,994 


1.00 


384.7) 


1.00 


$22 



IT 

SOUICS: U.S. Depart2nent of Agriculture, Pood and Nutrition Sarvice, Food Stamp 

— Statiatical Samary of Q^rationa , May 1975 preliaiinary report 
' 1975), selections and derivations, p; 1 . 
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Prograa 

(J2y 31, 



^/Includes SSI recipients. 
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— This redistribution from higher income to lower income states 

is also illustrated by average bonus values p^r recipient across . ' 
states. (column 7). ^ Bonus values per recipient wer6 generally higher 
in lower income states. 56/ In the Southeast they averaged $24 
and in the Northeast $20; other region^ had avera^ bonuses of* 
$21 to $23. New York hajd the/' lowest bonus pet recipiOTt, -averaging 

— The shap^ of total food stam participants accounted fM ^by public 
assistance households (not Anciuding SSI recipients) v#ied widely 
across states (columns 1 and 2).' In , the Northeastern, Midvyestern, 
and western regions public assistarice households outnumbered 
non-public assistance households, accounting for 61 percent of 
recipients. In the West-Central and especially the Southeastern . 
regions^ non-public assistance hous^lds predcxninated, accounting , 
for 76 percent of recipi/ents. Earlier sections of this paper have 
shown that the probabi^^^of multiple program receipt is higher, 
for public assistance^BHIIholds, and thus, the above regional 
numbers may indicate, ^n a rough way, the directions of the 

•impact of multiple program receipt across regions. 



Impacts erf food stamps on poverty counts acrosg states cannot be even hinted 
at from the above data. This paper has stressed before that pre-food stanip in- 
comes in conjunction with bonus values must be known for each household in order 
to derive exact changes in poverty resul^j^g from food stanps. These data do 
not, exist on a state by state^^asis. Very rough estimates of these state by 
state impacts were made for/ the Study of the Measurement of Poverty* by MacDonald 
[8]^ The MacDonald estimates were based on 1970 state income distributions, 
adjusted to 1974 levels, ai;(d estimates of 1974 bonus values received by various 
income classes. / 

kacDonald found 48 percent of poor persons receiving fpod stamps to be 
removed jCrorh poverty by the receipt, of food stamp bonuses (valued at government 
cost). Among 'all poor petsons, that is, amon^ those receiving and not receiving 
food stamps, 16 percent wjsre removed from poverty by fwd istamp bojug^. 
Estimated state by^tate deductions in poverty, as^;shqWn in Table 
'^from 64 percent in the Dilstrict of Columbia and 32 percent in New Ji5^|^ to 
less than one percent in Kansas, New Hanpshire, and. North Dakota. Hi^e' results 
apparently reflect differences in food stamp participation by poor households 
across states and in pre-food stamp income levels of poor households. Among 
states with relatively low poverty reduction inpacts from food stamps, the 
Mountain West and Midwest States predominated. ' ' " 

These U.^. and state by stat^overty reduction estimates are biased 
upward by the methodologies utilii^ in the estimates. Moreover > Ithe relative 
impacts across states may also be subject to considerable er-ror.y Utilizing 
data from' the August 1974 CPS food stamp supplement, the percentiage reduction 
in poor food stamp recipients as a result of food stamp bonuses was estimated 
for 12 states for vrtiom food stamp sanple households were fairly sizable. 'These 
CPS data yield only the roughest estimates under a set of siitplified assumptions 
and may themselves be subject to considerable error as to relative impacts across 




Tab|e 2 4. ;v Estimated Percentage Reduction In Persons In Poverty 
As A:.Result of Pood Stamp Transfers , By State, 1974 



state 


% Reduction 


oua^e • 




Alabama 


8.8 


New Hanpsnire 




Alaska 


27.6 


^ew Jersey 


JZ. D 


Arizona 


6.7 . 


New Mexico 


OQ A 
Z7« 0 


Arkansas 


14.6 


New lorK 




Caljifornia. 


20.4 


North Carolina 




C^hneciticut ' ^ 


10.9 


..Norcn uaKOta 


n Q 
31 4 


24.5 


unio 


Dela'Mkre 


3.9 


. uKianoma 


J« o 


District of Columbia 64.2 


Oregon ' ? 


.1 


^Florida 


lis 9 


irennsyi van la 


JLO« U 


Georgia 


. 9.0 


Knooe 1 SI ana 




Hawaii 


55.9 


ooucn (^aroiina 




. Idaho 


. 5.1 


soutn oaKota 




Illinois "''^ 


29.6 * 


lennessee 


11^ 

J. J. • u 


Indiana 


6.1 


Texas 




iowa 


5.6 


utan 


0 7' 

M. 3.7 


Kansas 


0.7 






Kentucky 


26.5 


Virginia 




Louisiana 


- 23.0 ■ 


Washington 


/ 31,8 


•Maine 


16*7 


Hfest Virginia 


6.2 


Maryland 


31.1 


Wisconsin ^ 


2.6 


Massachusetts 


1.9 


Wyoming 


■2.4 


Michigan 


25.0 






Minnesota 


'7.7 


/ U.S. Total 


16.3 


Mississippi * * 


14.4 






Missour i 


' 8.0 






Montana 


6.6 
* 2.0 






Nebraska v 






Nevada 


9.7 







SOURGE: MacDonald [8], Table 7, fp.. 25-26. 




statesBMfevertheless, the differet^§ between the MacDonal<^?.and;the 
are st™Rng. ; The ranking of the i^' states from greatest tc5Vleast pe| 
reduction in pbverty among food stamp recipients is shown in Table, 2| 
disparities are obvious. A definitive analysis of the stat^^ by statj^y.iir^ 
of food^'stamp bonus values on poverty counts must clearly await ttie oc^letion 
of the 822a Survey of Income and , Education.' ^ 






^Ci O U JJ 1 ICI uc O 


rioriaa 




Georgia 




Illinois 


11 


Louisiana 


12 


Michigan 


2 


Missouri 


8 


New Jersey 


1 • 


New York 


5 


North Carolina 


9 ^ 


Ohio 


7 


Pennsylvania 


4 


Texas 


10 


• 

Public Housing 





Table 25. Percentage Reduction In Poor Food Stannp Recipients After 
ffeceipt of Food Stamp Bonus Values: Ranking from Greatest 
, to Least For Selected States , 

' August 1974 CPS ; 

^ MacDonald Estimates 

8 

\ 11 
2 
4 
6 
10 
3 
9 
12 

; 1 
7 



Low-rent public^. housing is a local ptogram with widely differing impact?/ 
across areas. The availability of public housing units varies from area to area 
as do eligibility criteria and net tenant benefits, 

*'■ ^ 

Estimates of the number of households occupying low-rent public housing by 
income 'class and by state are shown in Table 26 for June 1974, For the United 
States as a whole, over one million households were occupying, such units and an 
estimate 77 percent of occupants had incomes below $5000 annually. Numbers of 
tenant' Households varied from 326 in Wyoming to over 114 thousand in New York. 

Table 27 shows tenant households as a percentage of all households in the 
respective income classes and states. Proportions of low- income households 
benefiting from public housing varied sharply across states. Highlights of 
Table ?7 are that: v 

— Occupants formed a very small proportion of al^ households in 
the United States — 1.6 percent^ — and a somevrtiat larger, 
though still small, proportion of households with incomes 
below $5000 — 4.4 percent. ^ . ^ \ 

The proportion of households that were public housing occupants 
varied across states, from 0.3 percent in VJyoming to 3.6 per- 
cent in Alabama, and 4.0 percent in the District of Columbia. 

- — Among households with incomes below $5000, the proportion 
in low-rent public housing varied from Q.6 percent in 'V^oming 
to 11.5 percent in the District of Columbia. 



Table 26. Low-Rent Public Housing Ocx:i5>ants By Incxine Class By State 
^ June 19'71 1/ , 



Annual Income ogi 





Under 


$1000- 


$2000- 


- $3000- $4000-t 


$5000- 


$6000- 


Under 


State 1 


$1000 , 


$199$ 


$2999 


$3999 


$4999 


$5999 


$6999 




$5000 


~ 1 " 


929 


12,188 


8,004 




4,545 


2,251 


1,024 


37,062 


•32,613 


Alaska ^ 


■0 


37 


126 


^160 


115 


63 


104 


1,026 


438 


Arizona 


17 


' 1,814 


1,586 


927 


480 


265 


149 


5,366 


4,824 


Arkanaaa 


123 


4,287 


2,455 


2,015 


1,330 


707 


240 


11,419 


10 210 

AW, *Aw 


^ California 


188 


2,550 


19,103^ 


L 12,618 


' 9,714 


6,416 


4,388 


60,878 


44,173 


Colorado 


14 


1,343 


1,519 


^ 995 


571 


416 


^. 352 


5,706 


4,442 


' Connecticut 


84 


2,444 


3,485 


2,995 


2,165 


1,584 


1,353 


^6,268 


11,173 


OalaMare 


12 


591 


'712 


309 


185 


282 


167 


2,410 


1,809 


District of Colunbta 


61 


2,490 


2,566 


1,899 


1,059 


732 


609 


10,613 


6,075 


Florida 


690 


9,576 


t,38& 


4,889 


3,920 


2,619 


1,406 


32,051 


26^463^ 


Georgia 


940 


14»539 


11,951 


6,930 


';S,1X2 


3,591 


l,d37 


47,344 


39,472 


Hawaii 


7 


494 


927 


781 


613 


485 


449 


4,830 


2, 822 


Idaho 


6 


352 


, 366 


129 


*51 


20 


9 




904 


Illinoia 


327 


13,750 


1#,282 


10,984 


7,171 


5,025 


3,820 


C7 QQ'l 
w ' ,07 J 


49,5l4 


. Indiana 


339 


3,270 


3,675 


1,775 


1,234 


954 


S49 




10,293 


Iowa 


20 


1,093 


1,009 


474 


218 


123 • 


101 


J, A3 / 


2 All 

*, OAV 


Kansas 


38 


1,456 


1,66(5 


991 


693 


386 


252 


3,07 J 


1 Ala 
<,o^* 


Kentucicy 


216 


6,049 


$r076 


3,293 


2,278 


1,459 


819 




Aw, 7A* 


Louisiana 


lr654 


8,624 


6,780 


4,856 


2,588 


1,104 


530 


JfL CQQ 
«<l,307 


71' ^9 


-<-Main« 


9 


354 


741 


540 


333 


324 






A ,7 r r 


Maryland 


64 


4,151 


4,975 


2,695 


1 n t 


1,265 




XI ft 


AJ, A7D 


Hassachuaetts 


* 93 


2,739 


12,271 


6,152 


4 

, OA ' 


2,745 




J J, MO 


«9 , 0 / A 


Michigan 


145 


5,632 


6,539 


3,887 


2,126 




<MI1 




1 A 

10, Ja7 


Minnesota 


132 


5,316 


6,331 


2,818 


1,339 


652 


JOw 


i 7 Ml 

X f 


13, <f JO 


Mississippi 


658 


2,763 


2,046 


1,766 


1 inn 


656 






A #111 


Missouri 


662 


3,869 


4,232 


2,128 


.1,615 ■ 


1,379 




J> 0 , 3« 0 


1«, 3110 


Montana 


, 0 


279 


520 


311 


197 


131 


■71 


1 ftn9 


1, JU / 


^tebraslca 
NevaM^ 


70 


3,105 


2,611 


1,314 


511 


270 


1 r 0 


0, mJ' 


f , OXA 


13 


488 


900 


463 


362 


460 


J7 J 


J, J r 1 


9 


.New Hanpehire 


11 


499 


860 


^81 


565 


499 


324 




9 l«1l« 
*, 010 


New Jersey 


180 


4,556 


7,984 


9 051 


5 254 


4 683 


J, tyo 




97 n9** 


, New Mexico 


55 


1,140 


1,270 


'795 


648 


'252 


135 




3,908 


New York 


395 


14,029 


28,765 


19,267 


14,632 


11,140 


8,376 


114,165 


77,088 


North Carolina 


733 


6,189 


6,014 


3,494 


3,728 


3,073 


1,876 


28,407 


20 158 


North Dakota 


0 


462 


937 


458 


292 


170 


122 


2,616 


2^149 


Ohio 

OklahoRvi • 


239 


15,940 


12,755 


5,844 


3,497 


2,697 


2,057 


46 ,-311 


38,275 


37 


4,119 


3,060 


1,964 


886 


320 


91 


10,649 


10,066 


Oregon** • 


24 


1,820 


2,887 


1,518 


854 


519 


259 


8,172 


7,103 


Pennsylvania 


266 


11,550 


14,638 


13,063 


9,217 


5,102 


3,957 


66,032 


48,734 


Phode Island 


35 


1,929 


2,425 


1,274 


925 


685 


564 


8,496 


6,588 


South Carolina 


847 


2,793 


1,828 


1,344 


1,415 


716 


391 


9,674 


8,227 


South Dakota 


15 


665 


702 


463 


180 . 


112 


45 


2,234 


2,025 


Tennessee 


1,046* 


13,947 


6,675 


4,274 


3,622 


2,226 


1,114 


34,218 


29,564 


Texas 


726 


20,561 


11,731 


7,153 


4,469 


2,356 


1,010 


49,021' 


44,640 


Utah 


na 


na 


na 


na 


na 


na 


na 


na 


na 


. . Vermont 


0. 


146 


333 


231 


194 


144 


95 


1,246 


904 


Virginia 


232 


3,074 


3,960 


3,720* 


1,934 


1,594 


1,028 


16,816 


12,920 


Hashing ton 


58 


3,456 


5,460 


3,6Q4 


' 1,803 


937 


513 


16,716 


14,461 


West Virginia 


101 


1,488 


1,320 


7or 


514 


249 


126 


4,655 


4,124 


Wisconsin 


42 


2,037 


3,522 


1,665 


793 


456 


382 


10,019 


8,059 


wycning 


■ 0 


25 


30 


50 


30 


45 


40 


326 


195 


U, S. Total 


10,394 249,467 259,862 


166,312 


114,339 


72,7.61 


51,972 1 


,039,447 


800,374 



SOURCE: Unpublished data, from HUD, ^ 

1/ HUD data show incooje distributions of those households re-examined for continued 
occupancy durln? September 1972 - October 1973. It vas assuned that these income 
distributions i#ere valid foe all households occi^ing Iw^rent public housing in June 1974, 
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Table 27. Percentage of Households Ocxjupying Lc*f-Rent Public 
Housing By Income Clas§NJy State, June 1974 A 





under 


5100U- 




$3000- 


54000- 


$5000- 


$6000- 




unqer 


State 


$1000 


$1999 


$2999 


$3999 


$4999 


$5999 


$6999 


Total 


$5000 


Ala8k4 


1.1 


11.6 


10.1 , 


9.1 


6;4 


J- 
3.1 


1.4 


3.6 


7.8 


0 


1.4 


4.8 


5.7 


3.7 


1.6 


2.6 


1.3 


3.1 


Arizona 


0.1 


5.3 


4.9 


2.9 


1.5 


0.8 


0.4 


1.0 


3.1 


Arkansas / 


0.2 


5.4 


4.1 


3.7 


2.7 


1.5 


0.5 


1.8 


3.5 


California 


0.1 


0.7 


4.8 


3.6 


2.9 


1.8 


1.2 


0.9 


2.6 


Colorado 


0.1 


2.9 


3.9 


2.5 


1.4 


1.0 


0.8 


0.8 


2.3 


Connecticut . 


0.3 


6.5 


10.2 


8.6 


6.1 


3.9^ 


3.0 


1.7 


6.5 


Delaware 


0.2 


7.3 


10.0 


3.9 


2.4 


3.0 


1.7 


1.5 


4.8 


District of ColtJBbia 


0.4 


19.7 


20.0 


13.7 


6.6 


4.1 


3.1 


4.0 


11.5 


Florida 


0.5 


5.6 


4.4 


2.9 


2.4 


1.6 


0.9 


1.4 


3.3 


Georgia 


1.0 


13.2 


13.7 


7.8 


5.7 


3.8 


2.0 


3.4 


8.4 


Hawaii 


.0.1^ 


6.7 


13.1 


10.0 


7.1 


4.4 


3.8 


2.4 


7.4 


Idaho 


0.1 


2.1 


2.4 


0.9 


0.4 


0.1 


0.1 


0.4 


1.3 


lUinois 


0.2 


7.0 


10.3 


6.9 


4.6 


2.9 


2.1 


1.9 


6.0 


Indiana 


0.5 


3.4 


4.5 


2.2 


1.5 


1.1 


0.9 


0.9 


2.6 


Iowa 


0.1 


1.6 


1.6 


0.8 


0.4 ^ 


9.2 


0.2 


0.4 


1.0 


Kansas 


0.1 


2.6 


3.5 


2.1 


1.5 


0.8 


0.5 


0.8 


2.1 


Kentuclcy 


0.3 


6.0 


6.4 


4.5 


3.5 


2.1 


1.2 


2.1 


4.3 


UMJisiana 


2.0 


7.6^ 


8.3 


6.4 


3.8 


1.6 


0.8 


2.5 


5.8 


Maine 


0.1 


1.6 


3.6 


2.7 


1.6 


1.3 


0.9 


0.9 


2.1 


Maryland 


0.2 


7.9 


, 10.6 


5.6 


2.5 


2.2 


1.9 


1.5 


5.5 


Massachusetts 


0.2 


3.0 


13.5 


7.5 


5.6 


2.9 


2.0 


1.9 


6.3 


Michigan 


0.1 


3.9 


5.3 


3.4 


1.9 


1.3 


0.8 


0.9 


':, 


Minnesota 


0.3 


6.9 


9.1 


4.3 


2.2 


1.0 


0.6 


1«6 


' 5.0 


Mississippi 


0.9 


3.5 


3.6 


3.3 


3.0 


1.4 


0.8 


1.6 


2.8 


Missouri 


0.8 


2.9 


4.0 


2.2 


1.8 


1.5 


1.0 


1.1 


2.5 


Montana 


0 . 


1.6 


3.3 


2.2 


1.4 


0.9 


0.5 


0.7 


1.9 


tVebraska 


.0.3 


8.5 


7.7 


4.2^ 


1.7 


0.8 


0.5 


1.7 


4.9 


Nevada 


0.2 


6.7 


12.6 


5.9 


4.6 


4.9 


4.0 


2.1 


6.2 


New Haiqpshire 


0.1 


3.7 


7.5 


5.9 


4.5 


3.5 


2.2 


1.7 


4.6 


New Jersey 


0.2 


4.7 


8.7 


9.8 


5.5 


4.4 


3.4 


2.0 


6.0 


New Mexico 


0.3 


5.0 


6.5 


3.9 


3.3 


1.2 


0.6 


1.5 


3.8 


New York 


0.2 


4.3 


9.4 


6.5 


5.0 


3.4^ 


2.4 


1.9 


5.2 


North Carolina 


0.7 


^5.3 


6.1 


3.3 


3.4 


2.6 


1.7 


1.9 


3.8 


North Dakota 


0 


3.4 


6.9 


3.2 


2.1 


1.2 


0.9 


1.4 


3.4 


Ohio 


0.2 


8.0 


7.8. 


3.8 


2.3 


1.7 


1.1 


1.4 


4.8 


Oklahcna 


n 1 


A <^ 
4. 3 




"a 1 

J. X 


1 5 


0 5 


0.2 


1.2 


3.0 


Oregon ^ 


0.1 


3.8 


6.4 


3.7 


2.2 


1.3 


0.6 


1.2 


3.5 


Pennsylvania 


0.2 


5.1 


7.4 


6.6 


4.^8 


2.3 


1.6 


1.8 


5.0 


Rhode Island 


0.2 


10.4 


15.5 


8.5 


6.0 


3.9 


3.1 


2.9 


8.4 


South Carolina 


1.4 


4.9 


3.9 


2.6 


2.7 


-1.3 


0.7 


1.3 


3.1 


South Dakota 


o;i 


3.6 


4.1 


2.9 


1.2 


0.7 


0.3 


1.1 


2.6 


Tennessee 


1.2 


12.5 


7.8 


4.8 


4.1 


2.5 


1.3 


2.8 


6.4 


Texas 


0.4 


7.6 


5.1 


3.1 


• 2.0 


1.0 


0.4 


1.4 


3.9 


Utah 


na 


na 


na 


na 


na 


na 


na 


na 


na 


Vermont 


0 


1.6 


4.0 


3.0 


2.5 


1.6 


1.0 


0.9 


2.4 


Virginia 


0.3 


3.8 


5.3 


4.6 


2.3 


1.7 


1.1 


1.2 


3.3 


Washington 


0.1 


4.8 


8.7 


6.4 


3.3 


1.7 


0.8 


1.5 


5.0 


Mest Virginia 


0.2 


2.7 


3.1 


1.6 


1.4 


0.7 


0.3 


0.8 


1.9 


ULsconsin 


0.1 


2.5 


4.6 


2.3 


1.2 


0.7 


0.5 


0.8 


2.3 


wycmingjL 


0 


0.4 


1.3 


0.8 


0.5 


0.7 


0.5 


0.3 


0.6 


U.S. Total 


0.3 


5.9 


7.0 


4.6 


3.3 


1.9 


1.3 


1.6 


4.4 


SOUBCE: See Table 26. 


Population information used to calculate percentages 


is Irai: 


U.S. 



Bureau of the Census, Census of the Population, Detailed Character latlcs , Final 
Iteport PC(l)-Dl-52, Washington, D.C 
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Amcjng hquseto^ beiow^$3p60^ t)^ jEjropbrtioh in .i^- 

• *• ; low-f e|ift piil^fe^^^ from ^ooiUt' I iercfent !)ivWyomihg 'to 

. •> aiil-,aroun« Columbia? For Rhofe Island 
Z^: Arktos^p^ia^ 

,^ . .iiiith^'inaws fe^^ ^?ter^ CV, 19;y2 pefcjent'bf hb^seholds 

• aW0re ijii .pubiic Hbusing. - ^"^^ ^ ^ ^ / : / - ' ' " 

Medicaid v•:V.■^•• ^' ' ' .^^ 

^ Eligibility. for, and benefits from, Medfe^id .vary widely across states. Many 
of these differences across states have been mentioned in earlier sections. Most 
inportant are differences in eligible households, which reflect primarily: 
(aj whether stat^ have a program for the medically needy. — 25 states and the 
District of Coldfbia have such programs; (b) the size of the AFX, and to a lesser 
degree, the SSI recipient pc^lation v*iich is categorically eligible for Medicaid; 
and (c) income limits for AFDC which are used in Medicaid income tests and the 
size of the low-income population. Average benefits paid to eligibles also differ 
since the scope of services provided under Medicaid varies across states. 57/ 
Moreover, utilization of health care services will differ with deroograjAiic'^ar- 
acteristics of eligibles and with varying access to health care. Health care costs 
will differ as well. ' The interaction of these many factors will influence how 
Medicaid varies across states. ' / 

. ' ■ ' i "V ■ 

Various data on outlays and recipients for fiscal year 1973 are shown in 
Table 28 for each state. Highlights of the table are that: " 

— The size of the^ recipient population (column 1) varied from 3,009,000 
in California to 6,000 in Alaska. Arizona had no Medicaid 'program. 
Total recipients, df course, reflected total state •populations. 

— The ratio of recipients to population, however, did vary fairly 

widely across states, from .19 in the District of Columbia lib .02 ^ 
in Alaska (column 3). All states with above "average ratios had ^ A 

medically needy programs (column 10) except for Mississippi. ' 



~ Outlays (column 4) varied from $2.3 billion in New York to $3 million 
in Alaska. New York accounted for 26 percent — and New York, Cali- 
fornia, and Illinois accounted for 44 percent — of all Medicaid outlays 
(column 5). Outlays, of course, reflected numberjs of recipients, but 
the relationship was far from proportional. 



Outlays per recipient (column 6) varied sharply, from $811 in ^• 
New York to $185 in West Virginia. ' ^ 

States with rtiedically needy programs in general had lower propor- 
tions of Medicaid recipients who also received cash public assistance 
(column 7). Itiese proportiorls varied from 100 percent in Alaska 
to 62 percent in Massachusetts. Public assistance recipients 
accounted for somewhat lower proportions of Medicaid outlays 
jlcolumn 8) in Massachusetts scxne 37 percent. 

74 

62 . * 



Table 28. Medicaid Recipients and Outlays, By Stite, 
Fiscal Year 1973 



MPer 



'State 



TD 

;iplents 
(Persons 
in OOP) 



—(D ■ 

Percenta9e 
of 

U.S. Total 



1ST 



Recipients/ 
Population 1/ 



— m — " 

OuUays ($ 
in millions) 



f 

Alabam 
Alaska 3/ 

hKizonaTA/ 
Arkansas'" 
California 
Colorado 
Connecticut 
Delaware 

District of Colinbia 
Florida 
Georgia 
Hawaii 
Idaho 
Illinois 
Indiana 
Iowa 
Kansas 
Kentucky 
Louisiana 
Maine 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Mississippi 
Missour i 
Montana 
Nebraska 
Nevada 

New Hampshire 
New Jersey 
New Mexico 
New York 
North Carolina ' 
North Dakota 
Ohio ^5^^ 
Oklahoma 
Oregon 
Pennsylvania 
Rhode Island 
South Carolina 
South Dakota 
Tennessee 
cas 

0^ 

int 

' ngton 
West \Vlrg ill ia 
Wiscc^in 
wycm 

Puertd Rico 
Vi^g in \ls lands 



EKLC 





19,999 



•05 percent 



100.0 



75 



63 



—75^ 

P«cc«nta9« 

of 

O.S. Total 



.07 


80 




" 0.9 


• 02 


3 






■ 


■ 






• 06 


46 




AC * 

0.5 


' as % 


lr088 




12.0 


•SI 






A a 
0.9 








1.4 








0.1 




63; 


• 


0.7 


.04^ 


, 98* 




I.Jl 


• 09 


177 




2.0 


• 10 


31 




0.4 


•04 


16 




A A 

0.2 


• 11 


480 




5.6 


• 04 


126 




1.5 


• 04 


37 




A J 

0.4 


• 07 


74 






• 10 


74 




0.9 


• 07 


> 81 




0.9 


,09 


43 




0.5 


ao 


171 




A A 

2.0- 


.13 


380 




4.4 


.08 


427 




4.9 


• 06 


182 




2.1 


-•11 


56 




A 


• 07 


. 68 




A a 

0.8 


• OS 


17 




.0.2 


.OS 


41 




0.5 


.04 


12 




0.1 


• OS 


11 ' 




0.1 


• 07 


249 




2.9 


• 06 


20 




A A 

0.2 


• IS 


2 r 261 




AC A 


• ^06 


108 




1. J 


• 04 


IS 




A A 
0.2 


• OS 


221 




2.6 


.09 


lis 




1.3 


• 06 






n A 


• 11 


406 




4.7 


• 11 


S8 




0.7 


vi,06 


4S 




0.5 


• 04 


IS 




0.2 


.OS 


69 




0^8( 


.06 ' 


336 




3.9> 


• OS 


2S 




0.3 


.09 . 


24 




0.3 


• 06 


107 




1.2 


.08 


. 139 




1.6 


.08 


26 




0.3 


.07 


184 




2.r 


• 03 


4 




* 


na 


9S 




1.1 


na 


2 




* 


• 10 


8,640 




100.0 



Table 28. Continued 



"^TTTl — 

Vendor Vnt 
Per AFOC 2/ 
FanUy 



SUt( 



Outlays per 
Recipient ($) 



Public Asaist. Recipiente--% Of 
Total Recipients 



m 

Medically 
Needy 



. Al^>Ma 




IDA 




. Alaska 3/ 




571 . 


100 


Arizona^V 








Arkansas^ 




AM 
41/ 


Q1 


. California 








Qolorado 




4o / 


/ / 


Connecticut 




668 


76 


Delaware 








^ District of Colunbla 


450 


66 


Florida H> 




• 314 ' 


93 


Georgia 






95 


Hawaii 


■ ^ ■ 


* 3q2 


88 


Idaho 






QQ 
07 


Illinois 






flC 


Indiana 




561 


92 


Iowa 




298 


91 


Kansas 




496 


7b 


Kentucky 




^^216 


. 65 


Louisiana 




. 320 


95 


Maine^ 




487 


94 


Maryland 




412 


68 


Hapsachusetts 




523 


62 


Michigan 




570 


82 


' Minnesota 




755 


73 


cj-. Mississippi 




219 


84 


^' Missouiri 




211 


86 


Montana 




473 ' 


83 


Nebraska 




596 


78 


Nevada 




544 


89 


New Hampshire 




283 


79 


New Jersey 




467 


87 


New Mexico 




309 


96 


New York 




Bll 


70 


North Carolina 




368 


76 


North Oiltota 




536 -- 


'81 


Ohio 




383 


95 


Oklahona 




512 


82 


Oregon 




241 


75 


Pennsylvania 




317 


66 


Rhode Island. 




535 


66 


South Carolina 




274 


95 


South Dakota 




544 . 


82 


Tennessee 




318 


96 


Texas 




500 


92 


Utah 




416 


70 


Vermont 




562 


69 


Virginia 




384 V 


72 


Washington 




476 


77 


irt^est Virginia 




185 


95 


Wisconsin 




605 


67 


Wyoming 




426 


97 


Puerto Rico 






11 


Virgin Islands 




75 \ 


10 


U.S. Total" 




432 


74 











73 




393 




100 




na 




" " ■ 
56 




244 




69 




877 


X 


88 




4^7 




46 




760 


X 


72 




535 




61 




812 


X 


58 




395 




74. 




532 




60 




794 


X 


62 




787 




65 




1#054 


X 


61 




795 




69 




751 




77 




813 


X 


63 




467 


X 


68 




278 




78 




444 




60 




956 


X 


37 




800 


X 


58 • 




811 


X 


53 • 




997 


X 


75 




168 




74 




385 




52 




. 756 


X 


53 




731 


X 


55 




845 




72 




630 


X 


60 




891 




84 




487 




38 




If 403 


X' 


60 




524 


X 


49 




835 


X 


93 




622 




64 




523 


X 


65 




477 




41 






X 


48 




896 


X 


64 




355 




48 




522 




73 




336 




67 




772 




77 




624 


% 


42 




690 


X 


56 




619 


X 


59 




618 


X 


97 




955 


X . 


42 




1,038 


X 


83 




438 




12 




170 




11 




146 




55 




770 





* Leas than .05 percent. 

Source: Unless noted, data are frcra: OffiW, SRS, National. Center for Social Statistics, 
Nunbers of Recipients and Amounts of Payments Under Medica id, 1973, Advance Copy*, 
August id75. Table 1. ■ ' 

1/ Population data are from: Bureau of Census, Current Population Reports, Estimates of 
thie Population of Counties, July 1, 1971 and r972 , Series P-25, No. 517, Nay 1974 and 
Estimates of the Population of States With Conponents of Change, 1970 to 1973, Series 
P-25, No. 520, July i§74. ^ 7"- 

2/ Subcomjittee On Fiscal Policy [20], Table 16, p. 30. \ 

y Alaska entered the program in Septanber, 1972. 

4/ Arizona entered the program In 1975. 



— Vendor payments per AFIX: family during fiscal year 1973 (column 9) 
varied from $1403 in New York to ;>i68 in Mississippi. 

Whichever of Jihese measures ofie uses, the differential impacts of Medicaid 
across states are considerable. Medicaid incidence and outlays per recipient 
show wide variations. Differential impacts on poverty across states are unkrtE)wn 
and indeed are not currently measurable. h 

Medicare 

Medicare i§ a Federal program for the aged and disabled eligible for Social 
Security or Railroad Retirement benefii^. As such, enrollees will depend.largely 
on the numbers Qf aged, and to a lesser degree the disable^, within each ^ate. ^ 
Outlays across states will be influenced primarily by nurarcrs of enrollees, but 
will also' reflect differences in utilization of health sirvices and in medical 
costs. ' , 

4' 

Data on Medicare enrollees and reimbursements in 1972 are shown in Table 29 
for each state.- Highlights of these data are that: 



~ Enrollees (column 1) varied from 1,989,000 in New^ York to .7,000 
in Alaska. Enrollees as a percent of each state's population 
( col umi^M|var ied from 15 percent in Florida to 2 percent in Alaska, 
presuitfl^P^reflecting differences in aged persons relative to total 
populations across states. 

, — Total reimbursements (column 4) vai^'led from "$1 billion in New York 
to $3 million in Alaska. New York and California accounted for 
24 percent of total Medicare reimbursements (column 5). 

~ Net outlays per enrollee (colunr^ ^^^^aiS^ f^o^ ?473 in Massachusetts 
to $179 in south Carolina. >6|;^^^To someeVent this reflects dif- 
ferences in th^ percentaq^>3f enrollees receiving reimbursements 
(column 7) whi^ variej3>from 53 percent in California to 32 percent 
in Mississi] ' 

— In dtaditioijMHw&N/er,' it reflected varying costs of medical care 
acrossvstaaR"\ An index oX hospital care costs for 1972 (column 8) 
showed widy^Variatiqnsv;, from 138 percent of the U.S. average in 
Alaska to 69 percent in Mississippi, South Dakota, West Virginia, and 
• Wyoming. J ^ 

DETERMINATION OF THE STATE SHARE OF IN-KIND TRANSFERS 

It IS clear f^-om the preceding discussion that the distribution of governrtfent- 
provided in-kind transfers varies greatly across states. Yet, t;o the extent the 
distribution ol transfers can be explained by the. distribution of the poverty popu- 
lation across states, impacts on state poverty grounts from includfhq in-fkind 
transfers>in income might be minimal. 59/ In this section, regression results 
bearing on the state distr ibb^tion of transfers are presented. 



Table 29. Medicare Enrolleos and Reiiinbursenients, By State, 1972 



"TTT 



BnrollMS 
(Pecions 




TTT 



Enrol lees/ 





in uuvj 


Total 


Populat 






1.7 


.10 


Alaska 


7 


• 


.02 


Arizona 


181 


0.9 


.09 


Arkansas 




1 • * 


.13 


caiiiornia 


1 RflS 


9.0 


.09 


Colorado 


199 


1.0 ' 


!o8 


Connocticut 




1 A 


.10 


Pel fware. 


47 


0.2 


!08. 


0*C. 


69 


0.3 


,0f9 


Florida 


1 AM 


5.1 


.15 


Georgia 


7(11 


1 Q 


.08 


Hawaii 




0.2 


.06 


Idaho 


"71 


U. 4 




Illinois 


1 ion 


5.3 


.10 


inaiana 


508 


2. 4 


.10 


Iowa 


JOU 


1. 7 


.12 


Kansas 




1 "1 


.12 


Kentucky 


. •'50 


I 7 




Louisiana 


322 


i 


09 


Maine 




u. 0 


.1* 


' Maryland 


311 


1.3 


08 


Massachusetts 


o40 


■1 1 
J . 1 


1 1 
.11 


Michigan 


^ /DO 


1 R 
J . 0 


.09 


Minnesota 




2 0 


.11 


Mississippi 


239 


1.1 


" 11 
.11 


Missour i 


b/7 




. i« 


Montana 


72 


U.J 


1 n 

. lU 


Nebreoka 


188 


n Q 
u. 7 


. 1* 


Nevada 


36 


0.2 


. u / 


New Banpshire 


86 


l\ A 
U. 4 


1 1 
.11 


New Jersey 


719 


3.4 


1 n 
. lU 


New Mexico 


Q 1 


n A 
u . 4 


no 

. UO 


New York 


1 QQQ 


9. 5 


.11 


North Carolina 




«• 1 


.09 


North Dakota 


"71 
/I 


U.J 


1 1 
.11 


Ohio 


U026 


4.9 


.10 


Oklahona 


313 


1-5 , 


.12 


Oregon 


239 


1.1 


.11 


Pennsylvania 


1,311 


6.3 


.11 


Rhode Island 


108 


0.5 


.11 


South Carolina 


207 


1.0 


.08 


South Dakota 


83 


0.4 


.12 


Tennessee 


406 


1.9 


.10 


Texas 


1,055 


5.0 


.09 


Utah 


82 


0.4 


.07 


Vermont 


51 


0.2 


.11 


Virginia 


387 


1.8 


% .08 


Washington 


339 


1.6 


.10 


West Virginia 


205 


1.0 


.12 


Wisconsin 


491 


2.3 


.11 


Wyoming 


32 


0.2 


.09 


U.S. Total 


20^947 5/ 


100.0 


.10 



Reimburse- 
ments ($ in 
millions) 



Percent 
of U.S. 
Total 





Net 

Outlays 
Per 

Cnrollee 
($) 2/ 



— m — 

Percent of 
Ehrollees 
Rsosiving 
Rsistose- 
asnts 3/ 



(ST 



Hospital 
Cost 
Indss 4/ 



94 

3 
70 
67 
951 
74 
135 
17 
- 30 
419 
111 
15 
23 
435 
162 
115- 
94 
93 
91 
42 

336 
349 

170 
65 

189 
24 
59 
16 
28 

279 
25 

. 25 
360 
99 
76 
458 
' 50 
47 
26 
110 
394 
24 
20 
111 
116 
54 
180 
9 

7,991 



1.2 

0.9 
0.8 
11.9 
0.9 
1.7 
0.2 
0.4 
5.2 
1.4 
0.2 
0.3 
5.4 
2.0 
1.4 
1.2 
1.2 
-1.1 
0.5 
1.5 
4.2 
4.4 
2.1 
0.8 
2.4 
0.3 
0.7 
0.2 
0.4 
3.5 
0.3 
12.6 
1.6 
0.3 
4.5 
1.2 
1.0 
5.7 
0.6 
0.6 
0.3 
1.4 
. 4.9 
0.3 
0.3 
1.4 
1.5 
0.7 
2.3 
0.1 

100.0 



222 
346 
336 
220 
457 

319 
396 
- 346 
236 

272 
273 
293 
219 
236 
287 

^73 

\396 
^554 
223 
280 
283 
267 
385 
280 
341 
261 
458 
233 
310 
304 
270 
273^ 
30?^ 
416 
180 
261 
223 
327 
239 
341 
239 
296 
214 
320 
242 

334 



34 

38 
45 
35 
53 
48 
40 
39 
39 
45 
40 
42 
44 
36 
36 
r 38 
43 
^37 
37 
35 
37 
40 
42 
40 
32 
40 
43 
36 
45 
40 
43 
38 
44 
33 
44 
38 
44 
42 
39 
47 
35 
37 
36 
45 
37 
45 
34 
46 
34 
36 
'40 

41 



79 
136 
116 

70 
137 
99 
126 
107 
135 
94 
86 
97 
83 

86 
77 
79 
75 
98 
85 
116 

1^ 

87 
69 
85 
73 
81 

114 
84 
94 
98 

125 
76 
78 
96 
84 

100 
92 

117 
71 
69 
79 
86 
95 
91 
80 

111 
69 
88 
69 

100 



* Less than .05 

Source: OHEW, Social Security Adninistration, Office of Research and Statistics, 
Medicare 1972 (Section 1.1 Reimbursement By State and County), 1975. 

1/ Population (3ata cor states Crcra: U.S. BureaM Census, Current Pofwlation Reports, Pogulation 

" Estimates and Projections , Estimates of the Population of Counties. July 1. 1971 and 1972 , 
Series No. $17, Hay iTTIT U.S. total fron: U.S. Bureau of census, Current Pofuiation 

Reports, Population Estimates and Projections , Estimates of the Pyilation. of States With 
Coqponents of Change, 1970 to 1973 , Series fi-25. No. 5;^o, Juiy 1^/4. 

2/ rSet outlays per enrollee ^s bhe amount reintoursed divided by the nimber of enrollees. 

Reijsbursem«its^|te increased by the administrative costs per enrollee (as shovm in Subcconittee 
On Fiscal PoIiJHu)} , p. 205 and diminished by the premiins per enrollee of the Supplementary 
Medical Inauranc^rogram. Administrative costs less premiuns totaled - 547.00 per enrollee. 

3/ This nuttoer is derived ffforo Medicare 1969 and is the nurber for 1969 program operations. Data 
for 1972 are not available. 

4/ The hospital cost index is computed fron data on expenses per adjusted patient day fromi DHEW, • 

~ Social Security Administration, Office of Research and Statistics, Medical Care Expenditures , 
Prices and Costs: Background Book , Septenber 1973, p. 47. 

5/ Includes 14,000 enrollees for whom residence is unknown. . , - 
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In these regressions, the share of the poverty population ^in a state was 
found to be the single most important explanatory variable of a state's share of 
in-kind transfers for the food stamp, low-rent public housing llhd Medicaid 
programs. 60/ Estimation-results are shown in Tab,les 30 through '32 For 
food stamps, the equation accounted for 91 percent of the variance in state 
shares of transfers (bonus values) . The state share of the U.^S. poyerty 
population explained most of the distribution of food stamp transfers across 
states (beta coefficient = .95), The coefficient relating the two variables was. 
1,01; thus a one percentage' point rise in the poverty population shap^ was ^ssoci- 
ate<^with a ^lightly more than one percent rise in the share of fopa stamp 
transfers. The average bonus value per recipient and the estimated participation 
rate among eligibles across states were also significantly and positively asso- 
ciated with the state share of transfers. . . 

The number of low-rent public housing unit^ 61/ across states was signifi- 
cantly and positively related to the number of families in poverty. A rise of 
100 poor families across states was associated With an increase of 3-4 public 
housing units. About 25 percent of the variance in the number of public housing 
units across states was- not explained by the estimated equation. 

The state share of Medicaid transfers was significantly related t?) several 
variables, including the state share of U.S. public assistance recipients, the 
existence of a medically needy program and estimated potential eligibles for such 
a program, and the number of health care professionals relative to the state 
population. A state's share of the poverty population was not utilized in the 
equation in order that a state's share of public assistance recipients. could ,^ 
be entered. The public assistance share was preferred on theoretical grounds 
(PA recipients are categor-ically eligible for Medicaid regardless of income) and 
performed better. Nevertheless, the two variables were closely related. A rise 
of one percentage point in the state- share of public assistance recipients was 
associated with a .7 percentage point rise in the share of Medicaid transfers.. 

To suinnarize, the distribution of the thre^ in-kind transfers across states 
analyzed here is related most importantly to th^ distVibution of the poverty 
population Jl|||ss states. The differential imjefect on stat^of, adding' these 
in-kind trai?PSrs to income is thus probably less than would occur if the trans- 
fers were unrelated to state poverty levels. 

m 
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Table 30. Determinants of the State Share of Food Stanp Transfers 

PSHAHOUT = -2.044 + 1.009 SHARPOV*** + 0.727 BVPEREC*** + 0.011 PARTRATE* 

(0.046) (0.024) (0.005) 

0- 

2 

R = 0.912 SE = 0.6043 

Where: - . 

FSHAHCXJT is the share of the total U.S. program transfers or bonus 
values in each state for FY 1975. 

SHARTOV is each state's share of the U.S. poverty population in 
1969 (1970 Census data). 

BVPEREX: is the average bonus value per recipient in each state in 
June, 1975. . ; • 

PARlr^TE is the estimated participation rate among eligibles in 
. the fcwd 'Stamp program in each -state for 1974. (Estimated by 
Bickel and MacDonald, Participation Rates in the Food Stamp 
Program; E^tifaated Levels, by State , January 1975.) ^ 

Significance Levels: * =\05, ** = .Ol/ *** = .005 

Table 31. Determinants* of Numbers of Low-Rerit Public 
* Housing Units Across States 



'A 



NUMLRPH = -1065.607 + 0.038 POVPOP*** + 0.95rPOPDENS 

(0.003) • (0.940) 

2 • ' 

R = 0.749 SE = 11429.507 ^ 



Where: 



■ c ■ ■ ■ 

1 .■ ■ 

, NUMLRPH (is the number of low-rent public housing uni6s in each 
' state in FY 1974. , 

POVPOP is the poverty population in each st2rt:e in 1969 (as 
measured by the 1970 Census). * 

POPDENS is the population density (persons per square mile) for. 
each st3te in 1970. 

Significance Levels: * = .05, ** = .01, *** = .005 
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Table 32, Determinants of the State Share of Medicai^ Transfers 1/ 

MDSHROUT = -2,515 + 0,697 SHARPA*** + .0,304 ACIMDND*** + 0,005 HOSPCSTI 

(0,047) • '(0,06O) (O.OOS) 



+ 0,730 HEALTHCR** ^- 0,006 PEMJRB 
(0.228) (0,006) 



2 . 

R = .958 SB = 0.4379 



J^^' Where: 



MDSHROUT is eat;h state's share of total Medicaid transfers for 
FY 1973. 

SHARPA is the share of total public assistance recipients residing 
in each state in June^ 1973. • Public assistance includes / 
recipients of Aid to the Blind, Aid to the Permanently and 
Totally Disabled, Aid to Families with Dependent Children, and 
Old Age Assistance. 

_PERURB.is the percentage of each state's population living in urban . 
areas in 1970. 

^ i 

HEALTHCR is the percentage of eaci) state's population enployed. as 
health care professionals or related ^Jersonnel in 1978, 

HOSPCSTI is an index, of the cost of a patient day in a commiinity 
hospital in each srate in 1971. ^ 

m . ' 

ACTMEND identifies states with a medically needy program 'in FY 1973. 
It has a zero value for states with no program and for those 
with a medically needy program it is the state share of the 
U.S. population with ihcgroe.s between liie poverty threshold 
and 150 percent of the threshold iii^l969. 

Significance Levels: * = .05/ ** = -Ol^ *** = .005 § 

1/ Ihe regression shown here does not include New York which accounted for 
26 percent of Medicaid outlays in Fy^973. When New York was included, 
the regression coefficients were considerably altered, predictions filr 
most other large statesj^ere poor, only a 15. pe^ent share, for New York 
was predicted, and the R^W^as lowered to ..732. "It was therefore con- 
cluded that the New York exif>erieiice is so inexplicable with this model 
as to better be left excluded^^^tK^ the regressions^ 
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FOOTXW^ TO TECHNICAL PAP^^ 'rl 

1. Tax subsidies (or tax expenditures^' should clearly^Ht be considered 
in-kind subsidies for purposes of inclusion >n income VAien aft6r-tax income 
is measured. Even wh«i pre-tax income i^&^mieasured , the case for inclusion 
is not clear since families receive siichl^bsidies only v*ien ttjpy pay taxes 
and since after-tax income is the d6sir6<3*roeasure of relative well-being. 

2 J For sonjiB selected views on iftdirect benefits of in-kind inCJome see 
I.*Gartinkel, Is In-kind RedistgifcdJtio j yfeicient y , Institute for Research 
Ogt Stover ty Reprint Series, Reprirtt 9g«iiversity of Wisconsip-Madison; 
^rf.%ochman J.D. Rodgers, "Pare|M^>£iJtial Redistr ibut ion;!^ f Ainer ican 
Economic Revi<^W r Sept. 1969, pp. 542-^y7; E. Smolensky, L. StiefelT^ 
M. Schmundt anc3 R. Plotnick,. Add inq£tn-kind .Transfer s^to the Personal 
Income and Outlay Account , Institutf for Re^arch c^ltoverty Discussion 
^Papers, 199-74; University of Wiscor\^in-Madison; and Lv TliurQw^ "Cash Veri^ 
In-rKind Transfers," American. E conomic Review , Mav 1974, pp. 190-^95. ■ 



< ; 3. ifiis framework of consumer sovereignty «ores "merit i^pods" (or 
paternalistic) arguments that some individuals maylj^t be the best judges 
of wM^is in their own or their families' best interest. # 



3hi§ paper utilizes geometric representations for expository purposes. 
The cortausioris may be derived jathematically. Such derivation cart be 
#bund7iji i^^t lih^ry texts*or for a particular application to in^ 

kind transferis,. see M. Schmundt, E. Smolensky, L. Stiefels [15] . % 

5^- This effect can, of course, work to lower^r^ipient vaAaatio 
to government cost^if the government is less efficient than the'%i^ate sector.. 
Empirical evidence^'^ovisS this to l?e the case for public housing. 




6. In t aiEd i'stuasion, impacts of in-kind-^yDsidies on market prices are 
^umed to be rTOPMistent; that is, "the in-kind suRsidy may alter effective 
prices faced by the recipient, but, not market prices faced by the population at 
large. Factor supplies ar« also assumed to be unaffected by t^^e subsidy.^ Moreover, 
hOxallowance is made for the potential distaste of having to abcept "welfare'^ or^^ , 
to use food stamps, for example, which idenl^ifies one as> "food stanp recipient" 



.iX Eor a Wre detailed discussion of thete conditjops, jand their potential V 
applicability to Mtfrnative Federal programs/ i^e M. ScMinat, E.^ S^ 
L.^Stiefel, When Do Recipients Value Transfers At Tl|ir Costs to Taxpayers? , 
Institute fqr Researchi^on Poverty Discussion Papers ,^18br73 , yiiiversity of 
Wisconsin - Madison. * 

■ ' \ ■ , *V . ■ ; • 

8. A third) elass of househojjk. igrxjred in this analysis since they ^d . 
receive food staifps, are those witl^Rch low preferences for food that they do f 
;^|pjnot participate in the program'jeyen|thpugh they are eligible.^ 

' ^9. Galatin [61, Table 5, p. '299. • v 

■ ■■ • ; 73 r . .. ; • ■. • 

■4f ■ " 



• ' .-lit. ■ .nC.-i- W - . . : : • ■ 
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B?cpenditui:;)&s-are (lot h^fu^jln ^ssessifig casU equivalents dWfood stanps. 



10. The dat 



from the 



^Survej^f Consumer 



^It is only the first v^ar^^llry^i that is available €Uid food stamp 

recipients can not b§^identift|ld. Ohus the amounts and proportions ol^ food 
shown in the da^,^J5?low are averages^s^f amounts for (a) food stamp recipients^ 
lb) families eligible for foo^ stamps ,^ut not participating in pe program 
(it is likely that the prefereilbes for food of tl^ese eligible, non-participating 
families will be less than preferences of food stamp partlci||Mits, thus making 
participation in the program unattractive from their perspecwve)^ anfl 
(c) fapiilies not eligible for food stanps. Itius, these aver^es can in no way 
be used to make inferences about food consumption of food stanp recipients 
relative to food stamp allotment amounts; they are shown for informaftional 
purposes only. 




Weekly Expenditures Ori Pooaijit Home: July 1972-June 1973 

m Family Size ' t 

Gross 1 2 3 ' ■: A ' . • • '„ ■ 

Faniily ^ Weekly Amount 1/ Weekly Amount 1/ Weekly Amount 1/ Weekly Amount V WeeKiy 
Income . Amount Income ~ Amojint Income A moimt In come AMDunt Income Amouoh 

Under $3000 $ 8 281 $15 S2t $19 66% $23 

8000-$3999 $24 36% $25 

bOO-$4999 V $28 

$5000-$5999 J 



"80% ^ 
37i 
32% 



Source: 



1972-73 Consumer Expenditure Diary Survey; basic tabulations furnil 
Bureau o£ Labor Statistics. ' ^ ' 

1/ Ratio o^l^weekly amounts] x 52 T (annual ir^pme. at m^^^intsl 



Food Stamp iriohthly allotment amounts for the period JuliHte<?i 



were as follows for the one- through 
$92, $112, and $132. 



five-person 

r 



11. Low-rent public housing is only ofie 
viding benefits to low-income households. It wi 



%in this paper 
Bc^||about 60 per 
*ar^(j|faue in that 




se it is at present, the largest IS- 




f combine^i hocusing outlays and because i^-^ 
amounf of holising sBfvices consumed is fixed . 
: i« 



Other housing prograaf> operate' through pri«te markets and allow 
:#to the airount of hbiisiTib services consumed. 



."7 " 



U. S. Department- of Housing and Urban ,Pevelop*nent [27]., p. 



Kraft and Olseir[7], p.." 11. 
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r of ihous 
for de 
e sucii Program 




l4JMS{lch\'^^^^ would ali^ limit families r^ceivipg behef its vf rom^ 

Metiicare and Medicaid to thdse.wUo actually utilize health services dur^ftt 
a specific time -period. Buifery families who ar^^«<^p;iX^Ki ot • • ,^ * 

eligible for Medicaid receive some benefits Whe^M^t they^ipLiJ^e health services 
duV*ing a particular period or not. ''^ ''^^^^■■/n ■J-'-'^''- ' 

■ ■ - ■ ^ » ., '■• 

15. Several qualitications to this outcome, peculiar "'^^^ 
will be di^^sed below, vav ^. V 

16. Blechman et al. [2], pp. 53-56. * 

17. This is the opposite result o|f the current situation where price 
indices include weights for goods received free or at low cost by some families 
Such in-kind transfers arie not added int8*tncomG and such tr^sfers (e.g.,»food 
stamps and Medicaid) often provide protect^ against pr ice •icr eases. f 

18. Smolensky et al. [17], p. 37. It should be recalled that single pro- 
gram c?ash equivalent ratios found by Smolensky were quite high for food stanps 
and public housing. ^ ^ 

19. Murray [11] provides an excellent case study of the use of utility 
functions in estimating cash equivalents; asSiitptions , derivations, parameter 
estimates, and differences in cash equivalents are shown for the Cobb-Douglas 
and generalized CES utility functiofis. In addit|pi, Schmundt et al* [141, 
pp. 17-21, contains c|§ interesting ^discussion of some of the problems of * 
utilizing utility, functions. . ■ " 

• ^ 20. Mahoney [9] , p. .120. . The specifics of thi5ji||^^ 
'^scribed and the discussion 'ih this paper is the autl^H iii|*pr€f^ation o^; 
Jthe "net funds releases" approacl 



21. It impossible that the food cojisumpt ion to income r at ip might b^ 
i^lcreased as a result of the food stamp program vrfien the, 1955 Agriculture 
Q^jey. is us<^d as the basis of the ratio since the program increases food 





SQj^ey. IS usea as zne oasis oi 
c^l^^uitii^ion as well as income. 

Se^"f£6der W and Table 18 of this p^r. *^ , 

.^h comparisons coald still be jSss distorted than ^t pr*ent depend- 
i^dehg^f . these subsidies apd^of tfie relative amour^s subsidized.' 

^ Bonrpi^rti^ipation among eligiKke^Oj^hQlds, noted in 

\je' pr^eWing ^or food relati^l iro program «j£c 

rdlfeir^b^ an^^llotment amouhts. Other reasons for non-par ticipatiornby . / 
some h^elfol.d/^^^ bonus vaau^s relatj&ve t(?, tin#and monetary c6^ts :— so/ 
<^called -fcrangactiOT costs. of participating (bonus values fall to relatively, 
fow levels ctose to income^ligibility .limits) ; inability to accumulate the 
funds necessary i^uy the stanps; weltate stigma>-and lack^of knowledge o^ 
iPbgfam. . : . ^ : ^ y t 

25»^ Se^grave [13]. ' ■ ^ 



•'" •■ ' ' . '■■ / V 

' 26. These data aregeeron the matched M|i:ch-April 197!^(cPS, as shown in ^ 
Coder (4] or derived from special tabulatioho provided tjy John Coder, Bureau \ 
of the Census. ' ^-J ^ 

27. Subcommittee On Fiscal Policy [22], p. ^44.^ 

2I. Subcommittee On Fiscal Poli^ [22] , p. 246. • * , 

^ 29. Subcommittee 0» Fiscal Pol» [20] , p. 31. 

\ 30. Department of Housing Urban ^veropt»fl|| [27], p. 128. 

31.^ Apartment of Housing^l^ Urban Develojitent [27], p. 127. . ^' 

.32. nie'?escfiptions of' Itedicare and Medicaid that follbw are ne<Ms^^ 
brief. For a fuller description of their many eligibility provisions ahd * 
diverse benef itj^ the reader is refer*ed to Subcormiittee On Fiscal ^ligv f22] . 

43. Other age^ persons fBy. enroll for HI aind pay monthly premiums, 
. CM||eAlly $3.6. - ■ ^ ... . ■ ^ ' ^ 

34.. r^Subconmittee On' Fiscal Policy [22] , pp. 199 and 207. 

! ' •■ ,35^ Subcommittee Op Fiscal Policy [22] , p. 223. \ lit. -'^ 

36. Subcommittee On Fiscal Policy. [22], p. 221. . 

^. 37. This i-s true»to a somevirt^t lesser degree for SSI r^ipieots, tharvjEor AFDC 
recipiiEsnts. In 16 states. Medicaid bieriefits have been limited for some SSI re- 
cipients and in five so-calledfcash out states (California, Wisconsin, New York, 
Bipsachusetts, and Nevada) SSI Recipients receivi* no food stamps. " 

. 38'. U.S.^partment of Health, Education, and Welfare (DHHW), Social and 
Rehabilitation Service (SRS), National Cejltier f# Social Statistics (NCSS) [25], 
Part ri-A,|p..ll. . * * . V ■ 

39. DHEW; fRS, NCSS [24J,^J^a?.t I,,;Table 11; p v :l"v " 

^'40. glorey , [ A] , p. 25*Siijl^V # * ' . 'i, . " t 

41. DHEW, SRS, NCSp[26]., Part III/, p'. 6. ' Jt / * ♦ 




42. Subcommitstee.ljn'^Fiscal .Policy [21] , T^ie^, p. 10. ' ^ . ; • 

43 . ^ubconi^ttee^ On Fipil Pol icy . [ 21 ].,V Ta^ 

44. ;^^oi^ ■■ ■■ 

45. Subcommittee On Bisail Policy [22 K p. 225. . # ' 

-■ ■ ■ . T ■ ^ ■_4 




46. Data were collated by the General Account ihg Office from administra- 
tive., records of the varlJos programs. Ihe study is based on a random sanple 

of up to 350 households in each of six areas. Sites were chosen from among 
the 59 areas doilgnated by the Census Bure|||Ji as low-income areas. 

47. Subcommittee On Fiscal 'PoWcy [19], p. 28. » 



48. The CPS utilizes a rotating sait?)l* such that three-quarters of the 
Jre^ses interviewed in April are also interviewed in March. Interviews 

from the ^e addresses are then checke4.jl;agensure that the same household is 
living at that address in both months, 1^2«ig a sample of "matchled" 
households^'on which the Coder study is bas«!. 

49. This reported total bonus value is 74 percent pf U.S. D.A. reported, 
totials. Recipients of fo<^ starros are also under reported, althoas*|it is 
notiknown by how much sinJi U.S.D.A. does not ha>|ft data on total ranbef^ of 
recipients over a year. jfcJulv 1974, the CPS unai|r reported recipients for 
th^lmonth by some 19 percjp. It is expected that^ijider reporting for the . 
entire year would be somewwit higher due to greater recall problems* Thii 
underreporting witk obviousiy bias xSownward the income and poverty imfiacts- 
reported in the Coder study. 




Coder 



p. 11. 



Coe et al. [5] , p. 3. 



The author will be exploring- this subject'^in ^iie near futdre. 



Smeeding study also cfealt with tlja impacts of taxes and income 
[nq on current income liiiMjsures and povertv..f:ounts.^In 1972 he^ 
t9 of poor hbO^holW to bie reduqed- ffa»S.96 million to 
4.52 milUon"(bf;.?rom 15 percent b£ all bbusehdlds to*7^rcfent of all 
households) after ^idjusting income for takes, underreporting, and the four 
in-kind tran'isfers- Hii^s r#resented-a j55 ptercent reduction in poverty. 



' 54. Smeeding [16], Table 9-3, p. 316, 



55. eickel and MacDonald [1], Table 1.- Revised numbers as /rtli 



iowiPii 



it! 



Maurice MacDonald, "Why 'Don't More Eligibles Use Food Stands?"., August 1975 



(unpublished paper). 



56. Ala^a^nd Hawaii have high bontii values^^ 
schedules are higher thtfi for other stateg in brd«r' 
food prices. ♦ ^ ' 



»r per^n b^ause aipDtma5i%^; 
conipensate for h^her ^ 



'1 



. 57. 'For infofmaHbi^^on these differences aiirbss stites, 

#*^0n FiscaMiilicy [22] , pp. 228-233. • ' 



Subcdl^ittpe 



r. 




' 58. iiies^ variatipns ace half'^e Size of those shown earlier in Medicaid; 



•A 



fe9. For exanple, if the share of the U.S. poverty populatloo across states 
explained all of t^e varianoe in the share of ih*-kind dp^lar transfers across 
states mSi if the coefficient relating the two variables were one, then h one 
I percentile point rise in the in-kind transfer share would-be associated with a 
f one percentage pbint rise in the poverty population share across states and 
* with no other variables. Even under such an unlikely happenstance, however,^ 
c*iaract*rlstics of the^ food staqp/poyerty population across states — most 
^ • isqportantly the level and jJistribution of family ino^pfei and average family 
I \*size —- would cause differing proportions of persons xn poverty to be raised 
. out poverty across states by in-kind transfers. ^ 

60. Equations were not estimated fo^N^i^^e since it is not an income- 
* tested program. , * 

61. ^ Dollar transfers 4n' tiiiB low-rent public housing program are notL 
available on a. state-by-state baisis. 
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